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Explamtorg following summary covers the two terms of Lord Curzon^s Viceioyalty from 

January 1899 to April 1904, and from December 1904 to November 1905, and also the intervening months in 
1904 during which Lord Ampthill held ofiSce as Viceroy and Governor-Gen erah During the greater part of 
these seven years the classes of public business dealt with in the summary were administered by the Finance 
Department* Id March 1905 the commercial and g'ttasi-commercial subjects were transferred to the new Depart- 
ment of Commerce and Industry. The present summary however includes an account of the subsequent treat- 
ment of the branches of business so transferred. 

Part I reviews the more important measures of financial and commercial policy. 

Part II deals with minor measures under these heads, and also with the following special subjects t^-Opium, 
Excise, Salt, Income Tax, Stamps, Post Office, and Printing, and some miscellaneous matters. 

Part III is a coUection of the principal despatches and letters of the Government of India to which refer- 
ence has been made in the narrative portion of the summary, 
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REVIEW OF IMPORTANT MEASURES. 




Chapter I.’—Introdtjctort. 

The distinctive aim and achievement of recent finance have been the estab- Jims offinmcm 
lishment of a sound monetary system : a task which Lord Lansdowne began, 

Lord Etgin carried on, and Lord Ourzon’s Government completed. If the 
character and purpose of financial policy in the last seven years are to be clearly 
apprehended, this problem, w'hich dominated the administration of four preced*- 
ing Viceroys, must again, though it may be hoped for the last time, be assigned 
a foremost place. At the same time currency reform, however urgent and 
essential, was only a preliminary to theattainmekof wider aims. The two most 
technical measures to be described in the following chapters— the establishment 
of the gold standard and the revision of the system of provincial settlements— are 
also the most far-reaching in their effect on trade and administration. The first 
was instituted to meet the exigencies of State finance : in fact, would never have 
been sanctioned by authorities higher than the Government of India, or by the 
verdict of pnblic opinion, for any less definite and urgent object. But the 
moment the question emerged from the negative into the constructive stage the 
financial aspect ceased to be prominent; and currency reform became the 
corner stone of a new policy of commerowl and industrial development. A 
similar change of standpoint can be observed in the treatment of the problem 
of financial decentralization. The first provisional solution attempted over 
thirty years ago was expressly designed to resist the encroachment of adminis- 
trative claims. In the revised scheme which belongs to Lord Curzon's time 
these claims are predominant. 

These typical measures suggest the divisions into which the subject natur- Scope ani a,r. 
ally falls. The following review attempts to exhibit the diiect influence of 
finance in promoting tne economic welfare of the people and the efficiency of 
the civil administration. The first object finds expression In the attitude 
of the Government towards various monetary questions, in their policy of 
borrowing and productive expenditure, and in their conduct of commercial 
business. The relation between finance and administration is studied in the 
three concluding chapters, which deal with the system of accounts, with revenue 
expenditure and taxation, and with provincial finance. Minor matters belonging ’ 
to these groups, and also several branches of public business which fall outside 
the general scheme, are reserved for detailed examination in the second part. 

In presenting these questions the commentary upon aims and results has been 
combined with the facts and figures to which it relates. This method seems 
specially applicable to the subject matter of finance. The statistics, for 
example, of revenue and expenditure would be uninforming without analysis 
and explanation, and the significance of the measures by which the gold standard 
was built up depends almost wholly upon the practical ccmditions which regu- 
lated the time and mode of action. 

But it will be convenient to indicate in this place the salient features in the Principal mea- 
new financial situation and to enumerate the principal measures with which 
it is associated. As already stated, the gold standard is for most purposes a chapter ii 
completed reform. Its benefits are now shared by many of the Native States chapter ill. 
which have wisely abandoned their special local currencies in favour of the 
British rupee. In other matters of money and banking the discussion of 
larger projects has eventuated in experimental measures such as the adoption 
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of a universal currency note and the proposal to allow the Presidency Banks to 
borrow in London. The problem of public works finance has scarcely ewen yet 
emerged from the stage of discussion. But there has been a great extension of 
railways and irrigation, accompanied by administrative improvements on which 
a financial review can only lightly touch. Under Commerce the leading reform 
is the creation of a new Department of Commerce and Industry supplemented 
by the reorganization of the customs department and the establishment of a 
Commercial Bureau. The well-known pronouncement on the question of Pre- 
ferential Tariffs and the imposition of countervailing sugar duties are other not- 
able features of recent commercial administration ; while the remarkable growth 
of trade supplies evidence of the prosperity which the foregoing measures are 
designed to foster. The attitude of the Government towards local industries finds 
a further illustration in the Indian Tea Cess Act and the grants for tea and indigo 
research ; but cannot be exhaustively described except by collating the history of 
the different departments among which commercial business was distributed for 
the first six years of the period under review. The chapter on the account sys- 
tem records the substitution of sterling for rupee figures in the financial returns, 
the partial simplification of railway accounts, and the rejected proposals for the 
formation of a genuine famine insurance fund. In all these measures the Gov- 
ernment had in view more substantial advantages than mere improvements in 
technique. The analysis of revenue and expenditure shows how the recent 
expansion of revenue has been obtained almost exclusively from the growing 
yield of State industries and the increasing purchasing power of the people. A 
part of the taxation which pressed most heavily upon the poorer classes has been 
remitted ; a normal standard of administrative efficiency has been restored ; and 
funds have been found with which to set in hand the larger measures of internal 
reform which assumed their final shape towards the close of the period. On 
the other hand, the requirements of national defence, brought home by the wars 
in South Africa and the Far East, have claimed and must for some time absorb 
a large share of the Government’s surplus resources. Administrative demands 
can never be entirely exempted from this competition ; but their urgency has 
been recognized, and the position of Local Governments strengthened, by the 
revised scheme of decentralization which guarantees a liberal and gwass-per- 
. manent allotment for provincial needs. The new system is dependent upon 
the stability of the general financial position; but this, it may be hoped, is now 
assured against all but the extraordinary calamities of war and famine. 

These financial measures fall readily into line with the other acts of Lord 
Ourzon’s Vioeroyalty. All proceed from the same general policy, variously 
expressed in the different branches of administration but uniformly dis- 
tinguished by the combination of progressive aims and financial opportunity. 
The new conditions are in striking contrast to those of earlier and less 
fortunate years during which the maintenance of national solvency was the 
keynote of administration. But the wider range and activity of recent policy 
are largely due to the efforts and saciifices by which this prior obligation was 
fulfilled. 
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Chapter II.— The Establishment op the Gold Standard. 

The establishment of a gold standard was ineffectually pressed upon the Thecouneo/ihe 
Home Government in 1866, several years before the continuous depreciation of 
the rupee began. By 1878 there was ample justification for the renewal of the 
proposal, but it was again rejected. Thenceforward the Government turned their 
thoughts to bimetallism, but, as is well hnown, all efforts at securing an inter- 
national agreement failed, and at the Brussels Conference of 1893 it seemed 
that the world had finally rejected this remedy. In the same year (1892-93) 
the average value of the rupee had for the first time fallen below 16 d. and 
some time previously (in 1886-87 and 1888-89) additional taxation had been 
imposed to meet the increasing loss by exchange. The cause of silver was still 
supported by special legislation in the United States, but the imminent prob- 
ability of the repeal of the Sherman Act accentuated the need for decisive 
action on India's part. Sir David Barbour was at this time responsible for The dosing of ike 
the direction of Indian finance, and to him and to Lord Lansdowne, as the Lanldoime’a ©o»- 
Head of the Government, an incalculable debt is due. They recognized, or 
rather anticipated, the crisis, and advocated the only lemaining remedy, with a 
success denied to their predecessors. The Government of India were per- 
mitted to take measures for their own protection, and in June 1898 the 
Mints were closed to the free coinage of silver, as the first step towards 
a gold standard. It was not however till 1897-98 that the average value The period of 
of the rupee again rose above l^d. Eresh taxation was once more imposed, *L^Tmgin’^^oZ 
and there was no doubt some temptation to modify the policy previously 
declared by accepting and working for a lower rate than 16d. Happily this 
temptation was resisted. Lord Elgin’s Government determined instead to cut 
short the period of waiting and distrust, and to this end submitted proposals to 
the Secretary of State in March 1898, which were referred by him in the 
following month to a strong and representative committee under the presidency 
of Sir Henry Eowler. 

The Committee presented their report in J" uly 1899. In this interval, The provisional 
which covers the date (January 1899) when Lord Ourzon came to India, the 
situation had completely changed. During 1898-99 the value of the rupee 
averaged almost exactly 16(i., and gold to the value of nearly £2,000,000 sterling 
flowed into the Indian treasury. The policy of 1893 had in fact become effective 
without further intervention on the part of the Government. The Currency 
Committee were thus absolved from any obligation to approve or devise an 
artificial scheme for accelerating the appreciation of the rupee. It became their 
duty to consider how best to secure the position already attained. The Com- 
mittee recognized that the work of currency reform, though hopefully begun, 
was by no means completed by the mere influx of gold in 1898-99 : — 

“ In no case could the provisional arrangements now in force constitute — nor, indeed, were 
they ever intended to constitute — a permanent settlement of the problem..... If in 
face of the public attention which the question has attracted, and in face of the considerable 
divergence of the views expressed on the subject, no further steps were now to be taken, 
an additional uncertainty would be caused ; doubts would be excited as to the ultimate success 
of the gold standard; rumours would arise of a possible change of cuirenoy policy ; the Govern- 
ment both in India and at home would be pressed fora final pronouncement:, alike by the 
friends and by the foes of a gold standard ; aod meantinae the material interests of India would 
suffer from, the withdrawal of confideuce in her monetary future.” 
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Character and The defects of this provisional system or “ exchange standard” 
measure the work which remained to be done. It rested upon the legislation 
which closed the Mints and so prevented indefinite additions to the rupee 
coinage, and also upon certain supplementary orders by which the Govern- 
ment undertook to give immediate payment in rupees (at the rate of la. 4d. per 
rupee) for any sovereigns tendered to them, and to pay for gold bullion at a corres- 
ponding rate after such interval from the date of tender as might be prescribed. 
The idea underlying these measures was that the ultimate effect of stopping the 
supply of new rupees must be continuously to force up exchange till a maxi- 
mum rate was reached only exceeding Is. 4c2. by the cost of transmitting 
gold. At that point the balance of indebtedness due to India would naturally 
be paid in gold, which under the foregoing orders would accumulate in the 
hands of the Government. When the tide turned and the price of Council Bills 
began to fall, exchange was to be steadied by shipping gold to England in 
payment of the home charges instead of selling Bills. 


By these measures the rupee was severed from silver without being at once 
anchored to gold, and remained liable to violent temporary fl.uctuation 
though not to progressive depreciation. The declaration of a maximum 
rate of exchange encouraged an exodus of capital as soon as the gold point was 
approached which undid any previous success. The Government asked for 
confidence, but the scheme, being unavoidably artificial, could not command 
it, nor did the slow rate of progress since 1893 seem to accredit the theory of 
prices to which the Government appealed, or to justify the proposal to extend it 
to the melting down of rupees— -an extreme procedure which was regarded as a 
grave menace to the interests of the money market. These diflGioulties might 
possibly have proved less serious if the Government had been so far pledged as 
to preclude the possibility of a reversion to open mints, but that alternative had 
not been absolutely closed. 


The currency pro- This temporary system had now to be replaced, or at least completed, 

course to fix exchange at the level which it had at 
reached. This demanded a confidence which could harbour no doubt 
of the determination of the Government to see their policy through, and 
the accumulation of a strong reserve of gold which would demonstrate 
re- their ability to do so. The second requirement was that, whatever the outward 
guiation ofennage. oontrol,the cuirenoy System should be in fact self-regulating. Import- 

ers of gold must be able to get rupees, and the gold must be available for export 
when required; and these additions to or withdrawals from the active circula- 


tion must be precisely such as are effected by the “ free trade in currency ” 
which goes on in an ordinary gold standard country. Practically this meant 
that the import of gold must he accompanied hy the spectacle of busy 
(iii) A gold eur- mints and tangible additions to the rupee coinage. The third aim. to he kent 

retuy dueomated ^ 

from Government st6aciily iH view Dut wituont htope of immediato consummation, was tlie estab- 
lislHuent of a gold currency. When gold was in free circulation iu the princi- 
pal cenixea igade, in such quantities that the demands of importers and 
exporters could be met by the Banks instead of through the medium of the 
Government, the form as well as the substance of ** management ** would dis- 


appear. 


fimid .SI***”* MenittvhjJfi, as no heroic measures were to he adopted, and the renewal of 
adv^iae coaditioiMi might shake public confidence and stmin the system before 
it was mature, it was essential that the Government, as the largest operator on 
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the exchanges, should do nothing to depress them unnecessarily. As the Cur- 
rency Committee observed in the concluding words of their report, “ the Govern- 
ment of India should husband the resources at their command, exercise a 
resolute economy, and restrict the growth of their gold obligations.” Later 
chapters, especially that dealing with railway finance, will show the importance 
which the Government attached to this caution. 

Pinally, it should be added that the encouragement of industrial activity W develop- 
which, on its own merits, has found a foremost place in recent policy, gains an <2/' 
additional justification, if that were re(juired, from its bearing on the exchange 
question. Without a surplus of exports over imports all purely financial 
measures for supporting exchange must ultimately prove ineffectual. 

The programme being settled, the methods to be employed were dictated 
by existing conditions and modified as experience was gained. The new currency s'rawMne was 
system was not built on a standard plan. In such matters every country has its 
special advantages and disabilities. Aided by a fortuitous incident of her 
financial system, and favoured by the trend of events, India found herself able 
to forego the demand for extraordinary powers. She relied solely on the ordi- 
nary course of trade to supply her with gold, and on the ordinary financial machi- 
nery to enable her to deal with it. Other countries have supported a gold stand- (i) Special restrie- 
ard by borrowing, and even in India the possession from the first of the power 
to borrow for exchange purposes might in certain events have proved invaluable. 

It would at any rate have mitigated the anxiety as to the adequacy of the gold 
reserve, which, by leading the Government to postpone the purchase and coinage 
of silver to the last possible moment, was the cause of serious embarrassment in 
the early stages. But, though the Currency Committee as a whole recorded no 
definite judgment on this point, the adverse views of several members so far pre- 
vailed that borrowing, though not absolutely ruled out, was .treated as inadmis- 
sible except possibly in the last resort. The sale of silver currency as bullion, 
an expedient not untried in Europe, had also come to be considered as a disquiet- 
ing remedy not lightly to be hazarded. The imposition of a heavy import 
duty on silver bullion — at one time a possible competitor of Council Bills— -was 
suggested by a number of authorities, but this too was not accepted. 

India also laboured under other disadvantages, traceable for the most (U) Disaimtiet 
part to the economic conditions which compel her to retain silver as her most 
important currency medium while taking gold as her standard and attempting to ^y*^«®** 
bring it into effective circulation. She was also restricted by her financial system 
and traditions. Secrecy is a recognized advantage in operations of this kind, but 
in India publicity is imperative. Again, there was no strong central bank like 
the Bank of Erance to take the place or at least to cover the initiative of the 
Government. In its absence the paper currency reserve became the pivot on 
which the whole system turned. Any pressure, any lack of smoothness, any 
symptom of a breakdown was likely to be resented as a violation of the sanctity 
of the currency note. The origin of this curious feature of the system requires 
some explanation. As borrowing was disallowed the Government could only 
obtain gold by buying it from importers with the rupees in their cash balances, 
that is in the working balances of the treasuries, or in the special metallic reserve 
which secures the currency notes. Even these could only be utilized if they 
happened to be larger than circumstances required, for the Government like 
commerce have to keep enough silver coin for their ordinary current payments. 

The Treasury balances, though they rise to a high figure in the revenue collecting 

B 
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s6d.soQ) are on an average kept at the lowest amount consistent with safety 
and economy. Consequently it was impracticable to use them as a reservoir for 
gold except temporarily and to a limited extent. The paper currency reserve, 
however, was much larger than reasonable caution could demand, the whole 
value of the notes issued being reserved in rupees, except Rs. 10 crores invested. 
The latter amount was below the real limit of safety, and it was therefore prac- 
ticable to replace some of the surplus rupees by gold and so avoid borrowing. 
This is the “ fortuitous incident ” to which reference has been made. It obvi- 
ously carried with it the inconvenient possibility that as the total stock of 
rupees and gold which the currency reserve could hold was absolutely limited 
by the volume of the note circulation, an excessive tender of one metal might 
easily cause a dangerous deficiency in the other. 

Froposait of the The recommendations of the Currency Committee have not yet been sum- 
Camncy Com- jjjarized. At the time the Committee sat future developments were still too 
uncertain for specific instructions on the one side and merely mechanical 
compliance on the other. The practical working out of the exchange 
question was left to the Government of India. On questions of principle they 
were guided by the findings of the Committee, and supported by their great 
authority. These findings were the natural outcome of the policy which had 
^ continuously pursued till 1898. The Committee decided unanimously 

against the reopening of the Mints to the free coinage of silver ; they favoured, 
by a large majority, the maintenance of the 16d. rate ; and in a passage 
already quoted they showed that the time had come for further and decisive 
(ii^ On a goU steps. The crucial question was whether gold should be made a circulating 
enrreney. medium as Well as the rupee. On this point their judgment was emphatic and 

binding. They accepted the view that '* any system without a visible gold 
currency would be looked upon with distrust **, and were accordingly in favour 
of making the British sovereign “ a legal tender and a current coin ” and 
also of opening the Indian Mints to the unrestricted coinage of gold. 


(iii) Oft coftv^r^t- 
hility. 


(ir) Oft rupe0 


A scarcely less important question was that of convertibility. In this 
matter they Were entirely in accord with the Government of India. 
They advised that, following the example of France and the United States, 
India should avoid a legal obligation to give gold for rupees on demand, or 
for merely internal purposes, but remain content mth practical convertibility. 
The “ principal use of a gold reserve” was that “it should be freely available 
for foreign remittances whenever the exchange falls below specie point ; 
and the Government of India should make its gold available for this purpose, 
when necessary, under such conditions as the circumstances of the time may 
render desirable.” This avoidance of an unlimited obligation did not imply 
any uncertainty as to the maintenanoe of the currency policy. It meant 
that if difficulty or embaraassment should arise, trade as well as the Govern- 
ment must bear its share of the temporary inconvenience. But though there 
might be a halt or a check, there would be no going back. 

A8<tegards the resumption of rupee coinage, they declared that “fresh 
rupees should not be oodned until the proportion of gold to the currency is 
found to exceed the tequhemenfe ctf the pnhhc. We also recommend that any 
^proffit on the coinage of rupees should not be credited to the revenue, or held 
m a pmttbn of the ordinary balance of the Government of India, but rfiould be 
kept in gold as a special reserve, entirely apart from the Paper Ourrenoy 
BUserve stzld the (»dinary Treasury balances.” 
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The report thus settled all or almost all the leading principles. Later 
experience, while revealing practical difiSculties in giving effect to some 
of these conclusions, has not impugned their soundness. On the contrary, much 
of the success attained must be attributed to the confidence secured by tbe 
Comnoittee’s authoritative and lucid exposition of this complicated problem. 

On the publication of the report in July 1899, the Government of India Government of 
at once declared their general adhesion to the principles laid down. They aeOurrene^OoZ 
had begun to consider the measures required for making gold legal tender and 
for the coinage of gold before the full text of the report was received; and there 
could of course be no question of their continued opposition to the free coinage 
of silver, or to all proposals to accept a lower sterling rate than IGd. Their 
policy on the more debateable points may best be stated in the words of their 
despatch*: — 

We note with, great satisfaction that the Committee and Your Lordship are agreed 
that we should not accept any legal obligation to give gold in exchange for rupees. To under- 
take such an obligation at this stage would involve borrowing an indefinite amount of gold for 
the purpose of convertibility, and to such a course there are the strongest and most obvious 
objections. Moreover, a stock of gold acquired for this object would be watched with excessive 
anxiety, and any shrinkage in its amount would be likf‘ly to foster apprehension, if not panic. 

At the same time we hasten to add that we must aim at the attainment, with the least 
avoidable delay, of practical convertibility, such as exists in France. 

We also concur in the determination that the rupee shall remain full legal tender as at 
present. Gold in our opinion will remain a marginal currency. 

The question of making our gold reserve freely available for foreign remittance is one 
in which the Indian business community is keenly interested. It is a question that touches 

them more nearly than any other connected with the currency We have the strongest 

opinion that our gold reserve should be available for foreign remittances, and that the natural 
and proper function of gold, when the standard is established, will be to flow in and out of 
the country in response to the seasonal demands of trade and so to impart elasticity to oux” 
currency. After the gold standard has been firmly established, the inflow and outflow of 
gold will be automatic j but at the beginning of tbe new system tbe particular manner in 
which the gold reserve may be drawn upon for the purpose of securing stability in exchange 
must be considered and determined in the light of ciicumstances as they may arise. Probably 
for some time to come the only method to be employed will be to remit gold to Your Lordship 
when exchange shows a tendency to fall below specie point, and to reduce the drawing of 
Council Bills by an equivalent sum. We may also proceed in time to discharge obligations 
in gold or to pay certain classes of currency notes in gold, and gold so paid would reach the 
banks and be made available for foreign remittance. 

We are absolutely opposed to borrowing for the purpose of securing convertibility, and we 
are also opposed to any immediate borrowing in order to accumulate a stock of gold for the 
purpc se of maintaining exchange. Such borrowing may never become necessary, and would, 
in that caspj impose an unjustifiable charge for interest on the tax-payer. But we cannot 
conceal from ourselves that it India were afflicted with famine or other adveise circumstances 
in the earlier years of our new currency, and before an adequate reserve had accumulated, 
circumstances might arise in which borrowing to maintain tbe standard would become an 
absolute necessity. We should have prefeired to have been armed against such a contingency 
not by actual borrowing, but by obtaining power to borrow. We have learnt with satisfaction 
that Y'our Lordship has stated in the House of Commons that borrowing would be resorted to 
if it should prove to be necessaiy.'^ 

The Bill to amend the Coinage and Paper Carrenoy Act was passed f on the 
15th Septerpber 1899. It unfortunately proved impossible to include iu it 
provisions for gold coinage at the Indian Mints, nor was this measiire really 
urgent. The Bill, however, made gold coin legal tender and authorized 

• Oesp. to Secretary of State, No. SUl, d 2ttu Au,ju3t 1899 (Pait III, pa,;6 8). 
t Act XXII of 1899. 



8 


the issue of notes in exchange for it. To remove any misunderstanding as 
to the precise effect of this legislation, a circular 'was issued some time later 
informing the public in the clearest possible way of the obligation imposed on 
all corporations and private persons to accept gold presented in payment of sums 
due to them. 

Bapii influx of Though ffold was at once made legal tender, it was not expected that it 

gold (mnter 1899‘ o o o ^ mi • t i. 

1900), would become spontaneously popular as a circulating medium, ine immediate 

object of this as of other measures was to create the confidence which was 
indispensable to fixity of exchange. That being given, time would be gained for 
accumulating a stock of gold — the material guarantee of stability. In tbis aim 
the Government were unexpectedly and embarrassingly successful. Resolved to 
turn no gold away that could reasonably be expected to come, they arranged 
to accept the produce of the Indian mines (about £2,000,000 a year) which 
had previously been shipped to England, passing on its way the doors of the 
Bombay Mint. The Indian gold is below standard, but the Government 
were glad to encourage a notable British-Indian industry, and they intended 
to refine the gold themselves as soon as the Bombay Mint was opened to gold 
coinage. The Government similarly accepted certain consignments of Japanese 
yens, a coin which is also below standard fineness : but in this case 
they left themselves at liberty to refuse them at any time. Meanwhile 
sovereigns and gold bullion which was “ fit for coinage ” continued to be 
tendered under the ordinary notifications. There was not a single month 
in 1899 in which some gold did not arrive, and the stock which stood at under 
£2J millions in July had increased to £4 millions in November. At this point 
the Secretary of State enquired* how long it would be safe to go on sub- 
stituting gold for rupees in the paper currency reserve. The Government 
of India’s reply f marks anew phase of the question. Fixity of exchange had 
seemed assured if only the accumulation of gold were not stopped. But if the 
currency resei've could hold no more, any further tenders of gold must either 
be refused, which meant a complete breakdown ; or employed in purchasing 
silver bullion for the coinage of rupees, which appeared to involve the double 
risk of reducing the gold reserve and' also "diluting” the rupee coinage; or 
accepted and immediately put into circulation. This last alternative offered, 
if successful, a useful method of getting rid of a few millions in any future 
emergency, and the Government of India decided to make the experiment 
before any real difficulty had arisen 

“ The note circtilation is now about Si7 crores. Of the reserve of the same amouut the 
sum of 10 cxores is held in securities, and 17 crores in coin and gold bullion. We are of 
opinion that there will practically be no fear of our having to exercise our option of paying 
currency notes in sovereigns against the wishes of the presenters if the reserve consists of 
silver coin to the extent of 9^ crores. This will leave 7^ crores to he held in gold. We 
accordingly propose £5,000,000 as the limit for the amount of gold to be held in the Currency 
Reserve. There will, however, he no objection to exceeding the limit in the earlier months of 
the period of high balances which will begin in January 1900. Before the period of high 
balances comes to an end, we hope, if the influx of gold continues, to acquire experience with 
regard to the two essential factors which are now in doubt : namely, to what extent presenters 
of notes will actually object to receive sovereigns instead of rupees, and whether we have placed 
our estimate of requirements of silver coin too high, even allowing that the objection will be 
general We propose accordingly, when the stock of gold reaches £5,000,000, to instruct 
the Oulreney Offices at Calcutta and Bombay to offer sovereigns to presenters of notes, but to 
give rupees to any one who objects to receive sovereigos and asks for rupees. 

* Telegram from Secretary of State d. XQtb Novembei 18( 9. " 

t Deep, to Seoiatary of State, ^21, d. Utb December lSd9 (Paid III, page 7}e 
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This contingency was soon realized. The stock of gold in India reached £5 m/s 

•IT 1 XI •in o -r -I > ^ . the currency reserve 

millions by the midaie of January 1900, and the first beginning was then made »» February i900 : 
of active efforts to establish a gold currency as well as a gold standard, 

Sovereigns were offered to persons tendering notes at the Currency Offices in 
Presidency towns and other circles, and shortly afterwards at the treasuries in 
six or seven other large towns such as Cawnpore and Karachi. In this way 
in six weeks a sum of £84,859 was put into a precarious and temporary circula- 
tion. But in spite of these outgoings the stock of gold in India had increased in 
the same period to £6,604,421. At the same time owing to famine require- 
ments the treasury balances, from which the Government had hoped to secure 
some temporary relief, were unprecedently low, falling in February and March 
to more than Rs. 3 crores below the corresponding figures of the previous year. 

A critical situation had in fact arisen, and though it was less serious than it 
became a few weeks later, the sti-ain on the currency reserve and the treasuries 
was so great that half rupees had to be offered in exchange for notes presented 
by intending shippers for Rangoon, and serious difficulties also arose in 
Madras and elsewhere. The position is summed up by the fact that at the end 
of February the silver in the paper currency reserve had fallen below Rs. 6 
crores in place of the total of Rs 9^ crores mentioned in the despatch. In 
effect this small reserve had to secure the convertibility of Rs. 27 crores of 
notes as well as of fresh imports of gold, without assistance from the Treasury 
in which the rupee balance was less than Rs. 4^ crores. 

The experiment of putting gold into circulation had apparently been started (ii) Further mea^ 
on too narrow a basis. It was determined to push it more energetically. About 
one-eighth of the whole number of treasuries in India were supplied with gold 
to give to any one who might ask for it ; the Presidency Banks w^ere asked to pay 
all claims on Government account in the Presidency towns and Rangoon as far 
as practicable in sovereigns ; the Postal Department was similarly in these places 
directed to pay money orders in sovereigns ; and the minor treasuries to which 
a special supply of gold had not been sent were authorized to pay out to appli- 
cants for sovereigns any which they might receive from the public in ordinary 
transactions. Finally, to remove any distrust of the gold in circulation, trea- 
suries and currency offices were directed to receive sovereigns below current weight 
at their face value if they had been reduced by fair wear and tear and not by 
illegal methods. The practical effect of these instructions was that in all the 
largest and in many smaller oentres any one who preferred gold was enabled to 
obtain it. To a very slight extent the public were pressed to accept sovereigns, 
hut only in places where they could immediately and without loss exchange 
them for rupees. 

This was only one of the measures by which the severity of the crisis was (iii) tkw intan- 
mitigated, and at the time the immediate benefit from getting rid of surplus result. 

gold was less in view than the ultimate advantage of accustoming the commu- 
nity to its use. Nevertheless, it is probably the fact that, but for these orders, 
which were estimated in June to have put £1J millions into circulation, the 
Government could scarcely have prevented the complete collapse which was 
threatened a few weeks later. 

The second remedy was to coin rupees, as borrowing them was impracticable, (it) AddiUonul 
In January and February 32 lakhs of uncurrent rupees were recoined, and at the 
same time sufficient bullion was purchased in India to coin another crore. This 
amonut was sufficient to keep the Calcutta Mint fully occupied till the end of 
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March, by which time it was hoped that th© pressiir© would h© relaxed. But as 
a precautionary measure the Secretary of State was requested at the beginniug of 
March to purchase aud ship to India £500,000 worth of silver bullion to 
supplement the amounts already mentioned. Negotiations had also been 
opened with the Maharaja Sindhia in February for a temporary loan in rupees 
or local coin. From this source (though not till May) the Government obtained 
enough bullion to coin into another Bs. 70 lakhs. 

(r) Measufes to Though reluctant to embark on further coinage till the effect of these 
issues could be estimated, the Government recognized that fresh additions 
might at any moment become imperative. The lapse of many weeks in 
the operations of purchase, remittance, and coinage of silver constitutes'© 
difficulty which may be neutralized in some degree by foresight, but cannot 
he entirely obviated, though measures since undertaken go far to achieve 
that object. The law, however, interposed a needless obstacle to expedi- 
tious coinage by making it impossible to remove gold from the currency reserve 
till the newly coined rupees were ready to take its place. Consequently the 
silver bullion had to be purchased from the general balances in India or 
England ; an extravagant procedure which might at any time involve serious 
delay in waiting till the balances were high enough for money to be spared 
from them. The Government of India accordingly asked* the Secretary 
of State’s sanction to such an amendment of the Paper Currency Act as would 
permit of gold in the currency reserve being used direct for the 'p’li^chase of 
silver bullion for coinage. At the same time it was proposed to continue an 
arrangement first legalized as a temporary measure by Act II of 1896, under 
whioh notes could be issued in India against gold tendered to the Secretary of 
State in England, the gold so tendered being held there as part 'Of the currency 
reserve. The effect of this arrangement, when coupled with the amendment 
of the Paper Currency Act just referred to, was to save delay in shipping gold 
to London when silver could not be purchased in India. Both those proposals 
were sanctioned and effect was given to them by Act VIII of 1900, but only 
after some discussion whidh delayed legislation till June. 

(ti) Prineipit of This matter had an important connection with the shaping of the ourreney 

«f“o>ystem. The difficulties of February and March 1900 had proved the prae- 
ue necesstties need for additional coinage, hut had shown that the amount and occasion 

serve. cff such additions must be determined by some safer rule than that of coining the 

minimum quantity at the last possible moment. The following passage from 
the 'Government of India’s despatch* marks a close approadh to the position 
finally taken up : — 

“"We ttink it preferable to proride ourselves with a means of bu 3 ring silver j»hi(3i will not 
ipvolsp in^oiiSVienjeBce m tt» Mwinistration uf the ordmary eaah balanoes in India or 

England, wbiet will avoid aU of delay from tlnat oause. Evan jf 'we eould confidently 
depend on the use of the ordinary cash balances for the purpose, we should still prefer to use 
gold in the currency reserve, for the reason that that coarse would be^ move in the direction 
of obtaining a test, if not automatic yet practically satisfactory to the public, ior determining 
wi»n former coinage of rupees is necessary. If the pnrchases aie made from ordinary balances 
at the drseretiein of tfee GoTernment, Ihe exercSse of discretion will always ke ‘open 4io 
nrtfavourable criticisms sometimes in one direction, sometimes 

I? Sir plipiw Pwkifls’ biadget of March iSOO ih© position is 

mm SMwe cj^ariy sfeajted;-»- 

“HpWEEpiwd Goyenwn^ jriH he gwdeid by thp trade demand for onr silver oircnlat. 
ing medium, % fwy pptw piipted on silver as we may really regard our rupees as being, the 

• Petp to Stcntuy of Ststs, No. 108, d. 29tit March 1900 (Part III, page 9). 
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twde demand expressing itself in the presentation of gold. As long as Government refrains 
from coming ropees, except upon the denoand of trade, there can be no dilution of the euireney. 

There can be no contiaction, as long as trade, if it needs rupees, has only to tender a sovereign 
to obtain silver coin in exchange, coin alieady incur balances or new silver coin if the balances 
will not suffice. The only difficulty will consist in closely watching the times and seasons so 
that the supply may be theie to meet the demand and not be foiestalled, as rupees take time 
to coin.” 

Sir Clinton Dawkins retired from the Finance Membership on the 31st March gilt 

1900. In the busy year during which he had held this appointment substantial March woo, 
progress had been made. The energetic action which followed the publica- 
tion of the Currency Committee’s report and the subsequent course of trade 
left little room for apprehension as to the stability of exchange. The Govern- 
ment of India themselves were confident as to the future, and had notified the 
fact by bringing hack the pound sterling into the annual Financial State- 
ment after an absence of many years. Gold bad been macle legal tender and 
an appreciable quantity had been put into circulation. It was too early, when 
"Sir 0. Dawkins left In'dia, to measure the success of this last step, but the attempt 
'had to he made, and later events showed that the time had been well chosen. 

The progress towards an automatic currency was not yet fully defl,ned. The 
question of rupee Coinage was however approaching solution, and the 'proposals 
already summarized which led up 'to Act “VIII of 1900 involved a 'real 
improvement of machinery. 

Sir Edward Law succeeded at an anxious moment. The difficulties of Tienezoed dijfficuU 
February soon recurred in an acute form. On the 11th Xpril the Head rency reserve 
'Office of the Paper Currency Department at Calcutta was unable to oash'^^^^ 

(in rupees) three lakhs worth of notes tendered by a leading firm, and the same 
afternoon the ordinary public demand exhausted the rupee balance an hour 
or two before closing time. The next few weeks were a time of great strain. 

The position may no doubt he said to have been continuously embarrassed 
for almost the whole period from February 1900, when the stock of silver in the 
currency reserve first fell below five crores, to March 1901 when it suddenly 
rose from less than six to over nine crores. But in April 1900 the situation 
was one of daily peril. 

The immediate danger admitted of no complete safeguard. The two mints G) Measures to 
were kept at work night and day. More silver was ordered, but it could not be mediate pressure, 
purchased and shipped and coined till after the worst of the pressure was over. 

All that was practicable in the way of issuing gold was already being done. 

The Comptroller- General was busily employed in moving coin backwards and 
forwards to the places where it was in most urgent demand* The Secretary 
of State co-operated by refusing* to sril Council Bills. Fortunately the busy 
season was just ending and these measures sufficed to tide over the crisis. The 
Paper Currency Department had more than one narrow escape, and awkward 
incidents were also reported from the interior. Thus in the United Provinces 
"both sovereigns and currency notes were said to have fallen to a heavy dis- 
count. But at any rate rupees were not again refused for notes at the 
offices of issue. 

After this experience of the suddenness with which a crisis might (fi) Precautions 
develope, and with the jute season coming on, the Govenuneut deoided'^*^^^* early future 
to take such jaaeasm^es for the early future as would give them time to 


* from Socretftrjf of StatOj d* 3rd May 10OO« 
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review the whole system and place it on a more regular basis. Silver was 
freely purchased in England, £600,000 worth being ordered in April, the same 
quantity in May, and £400,000 worth in June. Altogether in the first six 
months of 1900 the Government undertook about 6|- crores of new coinage. 
Steps were also taken to check the excessive imports of gold bullion. With 
certain modifications by way of notice in favour of consignments already at 
sea, it was decided to refuse altogether bullion which was not “ fit for 
coinage ” until the Bombay Mint had been opened to gold coinage. This ex- 
cluded Japanese yens. The Government however made an exception in favour 
of the Indian mines, and extended to them the new rule which the 
exigencies of the situation made it necessary to apply to gold bullion “ fit for 
coinage.” This rule permitted the tender of such bullion, but postponed payment 
till sixty days from the issue of the mint certificate. The Government thus 
secured ample notice except in the case of sovereigns for which the undertak- 
ing to give immediate payment in rupees was maintained. It may be noted 
here that though the interval between tender and payment for bullioa was 
reduced from 60 to 30 days in May 1901, tbe mines have practically ceased 
to send their output to the mints. 

It is probable that the public in general were not fully aware of the 
difficulties of this period. Sir Edward Law was of opinion that* the attempt to 
force gold into circulation had reacted to some extent on the note circulation. 
But the embarrassments of April and later months were not so notorious as to 
cause widespread apprehension or panic. The space devoted to these incidents 
is really justified by their bearing on subsequent policy. They brought to a 
focus all the inconveniences and risks inherent in the system ; and compelled 
the early settlement of outstanding questions. The gravest feature of the 
situation had been that it menaced the credit of the note system as well as of 
the exchange policy. The law compels tbe issue of notes in exchange for 
sovereigns, and in this way every importer of gold can convert his demand for 
rupees into a form which throws on the Government the onus of refusing 
rupees for notes. Such a refusal would be perfectly legal, but none the less 
dangerous. Thus, though the Government had refused to undertxke statutory 
convertibility as a principle of their exchange policy, they were practically 
forced into accepting the obligation to provide rupees on demand as a part of their 
note system. In the present instance the Government of India did reluctantly 
obtain* the Secretary of State’s equally reluctant permission to withdraw, in the 
last resort, the executive undertaking of 1897 by which they had agreed to give 
rupees in direct exchange for sovereigns. Bat for the reasons given, this 
expedient could have had little effect iu deferring the time when rupees must 
also he refused for notes. The practical lesson was that a shortage of rupees leads 
to an absolute impasse^ and therefore a shortage of rupees must be made im- 
possible. 

sirJSduiariLaw’t The whole subject was reviewed by Sir Edward Law in an exhaustive 
"w. ^imnirte.t He pointed out that in twelve mouths gold had practically taken the 
potaU:— silver in the currency reserve, and showed how'tbis was connected with 

the coin requirements in the interior consequent upon famine. The minute 
then passes on to the incidents of the crisis and glances at the objections to the 
meastoes taken to meet it “ The rapid increase of the rupee coinage without 

• to Secretory of Stated d. 15tli April 1900. 

t Mmoto of Jtiae lOOOj endosed with Desp, to Secretary of State, Ko. 802, d. 6th September 1900 (Part HI, page 
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some definite guiding principle is to be deprecafed as likely to induce what- 
ever dangers are to be feared from a subsequent redundancy of rupees. The 
checking of the importation of gold, even though temporary, when suddenlj 
decided upon must prejudice the legitimate operations of private imporiers. 

Even abnormal transfers of Treasury balances are objectionable as involving 
considerable expense.” Then follows a series of important proposals by which 
the Government’s currency policy has since been guided. 

The first point taken is that the silver balance in the currency reserve (O Umitation of 
must be sufficient to secure the convertibility of the note issue, that isj the ITuidin 
quantity of gold to be kept in the reserve must he limited : — retent. 

“ The existence of gold in the reserve, although it has been declared legal tender, cannot 
satisfy the legitinoate requirements of the public Owing to the smallness of the sums re- 

presenting an enormous proportion of commercial transactions, and the very conservative habits 
of the people, no one, at present, requires gold as a ciicalating medium in India, and, conse- 
quently, the existing stock, as far as currency purposes are concerned, is of no immediate 
practical value, in ease of sudden demands for the encashment of notes. The only way in 
which it represents suitable security for the paper currency, is that it is conveitible by sale, 
into silver bullion, from which bullion rupees may be coined. Hence, under existing condi- 
tions, the gold in the currency reserve can only be considered as an investment subject to the 
eame conditions as the ten crores held in Government securities, and in permitting the present 
large gold investment, the limit of safety has been passed, and serious difficulties have 
been encountered, whilst we are far from having acquired the stock of gold requisite hr 

exchange purposes...... Pending an increase in the note ciroulat&n or some other change 

in existing conditions, I am of opinion that a matimum sum of approximately £7,000,000 in 
gold may now bo safely held in the currency reserve.” 

The second point was that the excess above the limit must he devoted to the (H) Oonversiou qf 
purchase and coinage of silver. It will be remembered that the Government of rupees, 

India had suggested such a limit in an earlier despatch. But at that time it 
was proposed to put the excess of gold directly into circulation. It had now 
been sbowu by actual trial that this measure did not adequately relieve the 
strain on the currency reserve Thus the position had at last to be oonoeded 
that after a certain point was reached the eontinuous presentation of gold must 
involve the continuous coinage of rupees. The precise point at which coinage 
must begin will of course vary with the note circulation and from other causes, 
and with the recent rapid expansion of the note issues and the formation of a 
silver reserve, as explained in a later paragraph, the necessity for defining the 
maximum amount of gold which the currency neserve can safely hold at a given 
time has more or less dhappeared. But the essential principle — that the policy 
of aooumnlating a stock of gold must be subordinated to that of maintaining 
an adequate supply of silver — ^remains unaSeoted, 

The relaotanoe to coin rupees had been due to the few of redueingtho (ui) 
stock of gold and of “diluting ” the rupee onrceucy. To meet these apprehen- 
sions Sir Edward Law proposed, as the third step of his scheme, to devote the 
entire profits on rupee coinage to the building up a supplementary gold 
fnnd unconnected with the cuKrency reserve 

“ The recorded opinion of the Correney CommisBion is nnsiniioonB as ragarcU the necessity of 
a eertain gold reserve being held for exchange purposes ...„ If it be acoepted that £7,000,000 
is the maximum sum which, under existing conditicos, can be held in the gold cnrreney reserve, 
in addition to the ten crores already invested, it is evident that such assistanoe as can be 
obtained from Bsanipulatiag the reserve, will fail t« provide the sttm in gold which it is con- 
sidered advisable to hold in connection with t3» maintenaoee flf steady exchange. So far bo 
authority has ventured to nanie a-defiaite sum whioh diouM suffice for idds purpose, hnt there 

025EinD i> 
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is a general eonsensns of opiniouj in which I fully eoncurj that a very considerahle sum is 
required. The most ready way of obtaining such a large sum is by gold borrowings, hut the 
opinion of the Currency Commission was strongly hostile to such a course, and the question, 
therefore, remains unanswered— How is the necessary stock of gold to be obtained? . I 
propose to create a special “ Gold Exchange Fund ” independent of, but hr case of eairaotdinaty 
requirements for exchange purposes, to be used in conjunction with the gold resources of the 
cm rency reserve.” 

This reserve, as the minute went on to explain, was to he huilt np from 
the profits on rupee coinage from April lb 00 onwards. The profit so far 
realized had been temporarily employed as revenue in meeting famine require- 
ments. It v as proposed however that they should be restored as soon as the 
state of the finances permitted, and this was actually accomplished by December 
1901. All profits accruing since January of that year have been passed directly 
into the reserve, and the fact that they are not to be treated for any purpose 
as part of the general revenues of the country has since been emphasized by the 
decision* to invest them directly instead of passing them through the revenue 
account. 


Cridii to fhe These three proposals are the essential features of the scheme. It will 

«fhe necessary to reem to the third, which forms the coping stone of the whole 
ini^imeni. exchange policy. Dor the present it is sufidcient to observe that while this 

measure offered the strongest assurance of ultimate stability, it was still 
possible that the current might turn and the demand for rupees change 
to a demand for gold before a sufficient gold reserve had been accumulated. 
Sir Edward Law therefore proposed to accelerate the process of accumulation 
by transferring the interest on the paper currency investment to the gold 
(v) 0 / instead of appropriating it to the general revenues. He also proposed to 

^^oeftmZt i^^rcase this investment by devoting £4 or £6 millions of the gold in the 

transfer from rupee currcncv reserve to the purchase of British Consols, and similarly advised the 

to Sterling securi^ . . « 

gradual transfer of the existing rupee investment of ten crores to sterling 
0 / securities of the Indian Government. The minute also explained in detail how 
this scheme was to he worked. The gold in the currency reserve was to be the 
first line of defence and the " Gold Reserve Fund ” (as it is called) the second. 
Happily the first line has never yet been seriously assailed. 
riem of tie ffoe- The Finance M ember’s proposals, together with a minute by Lord Ourzon, were 

OTT’iL “'Secreit’rg foiwardod to the Secretary of State with a despatcht of the 6th September 1900. 


HeSo 

(vi) Method 
voorlcinff 
scheme* 


this 


of State 
proposals, 


on Viceroy had questioned the propriety of increasing the investment 

and transferring it to sterling securities, and this proposal was not pressed. The 
first four measures were unanimously supported. The despatch goes over the 
ground which has already been covered and need not he reproduced. But it 
is interesting to notice that the Government included among the advantages of 
the special gold fund the fact that it would in time take the place of the stock 
of gold in the currency reserve and relieve them “ of the necessity for keep- 
ing ” there “ more than a small amount of gold.” The Secretary of State, 
replying on the 13th December 1900, accepted the three main proposals, that 
is, the principle of limiting the amount of gold in the currency reserve j the 
principle of continuous rupee coinage so long as the limit was exceeded ; 
the formation of a special gold reserve from the profits of coinage. The other 
suggestions were negatived. Before .replying, the Secretary of State had already 


• Pesp* from Seoretaaiy of State, Ko. X14, d 12th August 1904, 
i Besp to Seeretftty of ho* S02, d. beptember 1900 (Part III, page 11). 
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arranged for the purchase of £2,000,000 worth of silver as desired by the Gov- 
ernment of India. These proposals had not in fact been put forward a moment 
too soon, for a wholly unexpected revival of the Burma rice trade in September, 
coinciding with the heavy jute demand of that season, caused for some days 
hardly less anxiety than that experienced in the preceding April. 

This scheme, which brought the currencv system into substantially its SignijicaMe of tu 

^ ^ ^ ^ foregoing scheme^ 

present shape, admirably harmonized practical and theoretical requirements* 

In practice, the appropriation of profits on coinage to a special gold reserve was 
an effective method of securing stability ; theoretically, it was essential to auto- 
matic action. A currency is automatic if its volume is determined solely by the 
action of trade. That is to say, trade must be able without restriction to import 
gold ; to convert it into the form of legal tender required for internal use ; to 
reconvert it ; and finally to re-export it. The second and third are the only steps to 
be considered in the present connection. They require, in India, the intervention 
of the Government as money changers, because at present rupees alone satisfy 
the needs of internal trade. From this circumstance two further conditions 
arise, if the automatic element is to be preserved. First, the procedure by which 
the Government arrange for the interchange of money must be such as to permit 
the action of trade to produce its exact intended effect ; second, the Government 
must at all times maintain a sufficient stock of the different forms of money 
required. The result of the reservation of profits was that the Government passed 
into circulation only the exact legal equivalent of the sums tendered to them— 
fifteen rupees for every sovereign — just as in England the Bank issues a five 
pound note for five sovereigns, and keeps the latter entirely out of circulation till 
the note is returned. It will not be denied, from a currency point of view, that 
such a procedure is strictly automatic and mechanical. The automatic expansion 
of credit t which is assisted by fiduciary issues, is a matter of hanking. The 
currency system does not aim at supplying the market with loanable capital. 

All it purports to do is to place on the market any medium of exchange which 
is demanded, in the exact amounts which trade is willing to purchase by the 
tender of another medium of exchange. 

The second condition — that adequate stocks must be maintained— indicates 
the true character of the question of rupee coinage. So long as the stocks of gold 
and silver are never actually exhausted, it makes no difference to the effective 
volume of the currency whether the Government as money changers hold in their 
bills a crore of rupees or twenty crores, just as it makes no difference whether the 
Bank of England prints off its paper notes in large quantities twelve months 
beforehand or from veek to week as required. No more and no less will get into 
circulation. The coinage question is only important because of the practical risk 
of ranning short of rupees through miscalculation, or of unduly depleting the 
gold stock through premature silver coinage. 

These theoretical points deserve attention, for they have influenced the 
Government policy and the public attitude in the past. But they are now 
removed from the plane on which they rested in 1898. It is no longer necessary 
to discuss the much disputed effect of arbitrary additions to or withdrawals from 
the currency. The Government are able to show that they do not operate npon 
the volume of the currency at all, except as the passive instrument of trade, 
and their policy needs no further theoretical defence. 

While, however, these measures created a practically perfect example of a wnurawai o/ 
nominally " managed ” but really automatic system, they did nothing to faci- 
litate the passage to an effective gold currency. Indeed, by providing for the ® 
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continuous conversion of surplus gold into silver, their tendency was rather to 
postpone progress in that direction. The question of popularising gold was 
not overlooked, but on the contrary very anxiously and fully considered. 

It will he remembered that the first offers of gold to the public, in January 
1900 , were followed up by naore vigorous action in March. The whole question 
was again exhaustively examined in June, by which time as already mentioned 
£ 1 ^ millions of sovereigns were estimated to be in circulation. A number of 
suggestions were put forward both for new measures and for the extension of 
those already in force. But as the proposals for a Gold Reserve Bund were 
under examination at the same time, the Oonnoil decided in September 1900 
that no further efforts to press the circulation of gold should then he made, but 
that the matter should be reconsidered the following year, by which time full 
reports on the operatiou of the steps already taken were to he obtained. 

These reports were voluminous and interesting. Tliey made it clear that a 
great proportion of the gold issued had promptly come back to the Banks or the 
Paper Currency Department. Though the estimated amount remaining in the 
hands of the public at the end of February 1901 was over £3,000,000 not much 
of this seemed to be really circulating, visibly and actively. On the other hand, 
the offer of gold at a great number of treasuries had not excited an open eager 
demand for hoarding purposes ; and if progress in the establishment of a genuine 
circulation was not; rapid, there was at least reason to anticipate from the results 
already achieved that gold would ultimately find a place in the circulating 
currency, though never perhaps a very prominent one. The low value currency 
note, which fills the place that gold would naturally occupy, was indicated as one 
of the chief impediments to success. There was, too, a consensus of opinion that 
the only really effective method of popularising gold was to make it freely 
convertible into silver all over the country. This however meant a large 
permanent increase in the Govemmenff s working balances, especially as the 
offer of unlimited facilities for the exchange of sovereigns into silver would lead 
to the extensive use of gold for remittance purposes. There were in fact signs 
that this device was already coining into use, and measures had to be taken to 
prevent resort to the psurc^ poet for ttie renjittanoe of gold, in preference to the 
ordixESuy hanking agenuutosj with whioh the low postal rates were found to compete. 

On this information the question was again debated in May 1901. It was 
clear that the circulation could not become effective for a long time. While the 
stock of gold was being dissipated in small payments all over India, it might at 
any time have to sustain the whole weight of a trade demand for export. Ko 
relief could be expected from tbe process well known in European countries by 
whidh the Banks collect gold from the circulation, so naturally and impercep- 
tibly as to excite neither comment nor alarm. In this connection it was pointed 
out that the large issues to the public under the orders of March 1900, together 
with the enormous purchases of silver, had already reduced the gold in the 
warreBey neserve helow the sum of £7,000,000, and it was a question whether 
the me&auEdi for putting gold into circulation should not he curtailed rather tb«T * 
ext^iided. On the other hand, there was the ■express mandate of the Ourrency 
Ckumnittee winch oould hardly be held indefinitely in suspense. Moreover, the 
^ a gold currenoy which had oeunnended itself to the Committee was one 
to which every responsible Indian authority had expressed his personal 
adherence. In pursuance of this view the Government had openly emdsarked on 
a ^stem of semi-compnlaor/ payments ia gohi. To draw back mi ght give a 
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diock to tlie credit of gold from wbioli it miglit not easily recover wbeii tbe time 
at last came for renewed efforts. In any case there were strong objections to 
perpetual changes in dealing with so delicate a question as the currency problem. 

The decision of the Council on these opposing considerations was in favour 
of partial withdrawal. The instructions requiring the Presidency Banks to 
make payments on Government account in gold were rescinded in June 1901 ; 
as also the similar orders regarding the payment of money orders. The Paper 
Currency Department was also directed to discontinue the practice of specially 
offering sovereigns in the encashment of notes. A little later the Comptroller 
General was instructed not to send further supplies of gold to the treasuries 
as long as the quantity in the currency reserve was below £5,000,000. In 
practice, however, gold has continued to he obtainable by those who prefer it, 
and several millions have been voluntarily taken since these orders were issued. 

In connection with the general question of a gold currency with the Fropo$ei eoinage 
sovereign in ordinary use, the Government of India also considered various 
suggestions for the coinage and circulation of other gold coins better adapted 
to Indian requirements. Thns the Secietary of State was asked* to sanction 
the coinage of a special Indian sovereign with an inscription round the rim 
instead of the usual milling which was thought to lend itself to sweating. This 
proposal was negatived. The half-sovereign was made legal tender in 1899 
like other gold coins issued from the Boyal Mint or its branches ; hut the Gov- 
ernment did not at that time proposef to coin it themselves, nor did they desire 
to see it in circulation, owing to the rapidity with which it loses weight by wear. 

This defect is of course common to all small gold coins. But the difficulties 
with the currency reserve in the early part of 1900, and tbe somewhat disappointing 
result of the attempts to put sovereigns into circulation at that time, seemed 
to indicate that the importance of the general objection to small coins might have 
been over-rated. The move came from the Secretary of State who asked$ the 
opinion of the Government in May 1900 on a suggestion to coin gold pieces of 
three or five rupees, “ to make the use of gold coius more popular, and especially 
among the class of people for whom a coin valued at Bs. 15 is an unduly large 
unit.” 

The proposal was referred to Local Governments and commercial authorities, 
and an interesting variety of fact and opinion was elicited. The weight of 
evidence was decidedly against either coin.§ It appeared that for some 
years past there had been a regular importation of five-franc pieces into several 
provinces for use as ornaments or for presentation, purposes, and no doubt 
the proposed five«rupee coiu might have achieved a similar popularity. 

It was even possible that it might eventually be used as money, since 
in the early part of the 19fch century small gold coins had circulated freely 
in Madras, Mysore and Ooorg. But such coins were open to serious 
practical objections (such as the liability to be lost, counterfeited or sweated), 
and were not at all certain to come into use as money in a materially shorter 
time than the sovereign ; even if they were freely used they could hardly he 
reached either by the Government or by the natural operations of trade 
when'gold was required for export ; nor would they be suitable for that purpose. 

No one would export small gold pieces, reduced in weight, as such coins -general- 
ly are, at their bullion value, when he could exchange them with the Government 

• Desp. to Secretary of State, No. 146, d. lOfch May J900. 

f Deeps, to Secretary of State, No. 846, d. 6tli October 1899 (Part III, page 88), and No. 64^ d. 22nd February 1900« 

1 Deep, from Secretary of State, No. S4>, d, 2ttb May 1900. 

§ Desp. to Secretary of State, No* 881, d« 4tb October 1900 (Fart III, page 42). 
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for full weight sovereigns at their face value. Thus the GoYernmeut stock 
of gold would be dissipated and the uniformity of theic gold coinage with that 
of Great Britain and her other possessions abandoned to no purpose. Tlie proposal 
to coin three and five-rupee pieces was therefore dropped. The Government 
at the same time reconsidered and maint lined their resolution not to encour- 
age the use of the half-sovereign ; and they refrained from taking up a 
suggestion for the coinage of ten-rupee pieces. When it had become clear that a 
Branch of the Royal Mint would not after all be established in India, the Gov- 
ernment again took up the question of coining a special gold piece for India 
of the value of ten, fifteen, or even twenty rupees, but with the same result. 
For the present it may be taken as settled that if India ever has an effective 
gold currency it will consist of sovereigns only, unless the half-sovereign, being 
legal tender, succeeds in working its way into favour on its own merits. 

Aianionment of The allusion just made to the decision not to coin sovereigns in India 
gold farther explanation. The Currency Committee had expressly recom- 

mended that “ the Indian mints should be thrown open to the unrestricted coin- 
age of gold on terms and conditions such as govern the three Australian Branches 
of the Royal Mint This recommendation was at once accepted by the Secretary 

of State and by the Government of India. In their despatch* on the Com- 
mittee’s report the Government proposed to use the Bombay Mint for the purpose. 
This required the issue of a proclamation by the Homo Government under the 
"English Coinage Act, declaring the Bombay Miot a Branch of the Royal Mint. 
It was found however that there were “ various legal and technical difficultiest” 
to be settled of an unexpected and disconcerting kind. These led to two years 
of discussion and negotiation at the end of which every point in issue between 
the Government of India, the English Treasury, and the Royal Mint was again 
being debated de novo, and finally the proposal was dropped.! This disappoint- 
ing result has probably involved no real injury to the currency system. In 
the special circumstances of 1899 the declared intention of the Government 
to coin sovereigns was calculated, and did no doubt actually help, to inspire con- 
fidence. Buthy the time that intention was abandoned, confidence was assured, 
and it was also notorious that the imported sovereigns were already far more 
than the gold circulation could absorb. It is anomalous perhaps that India 
with two mints actually at work, and claiming with justice to possess a sound 
currency system, should have no open mint. But the defect is somewhat senti- 
mental. An “ open mmt ” merely supplies an agency for the prompt and 
unrestricted conversion or exchange of bullion iuto the corresponding amount 
of coined money. This facility is already provided by the Indian Government, 
though the actual operations of gold coinage are conducted iu England and at 
England’s expense. 

Attitude of (rado These decisions somewhat narrowed the immediate aims of currency 

concentration on two objects— the formation of a strong 

ation of a tUver gold reserve and the timely provision of silver coin— there was certainly a gain 
in efficiency ; and the administration of the currency in the last few years has 
proceeded with comparative smoothness. It has naturally, however, taken some 
time for the oommeroial public to realize the increased precision and certainty of 
the arrangements for meeting their demands, and until quite recently a falling 
rapee balance still caused apprehension. Tbe Bengal Chamber of Commerce at 

• Da»p- to of State* No* SOI, d. 24th Ang^nst 1899 (Part III, page 8) 

f i:4%rana from Sewfewry of State, d. Isb September 1899. 

% Ikap* to SeoTotery ot Stufee*, No* S8P, d, 25tb December 1902 (Part III, page 41). 



19 


Calcutta and tlie Upper India Chamber at Cawnpore have on. several occasions 
approached the Government with suggestions on this subject. The special difl&oul- 
ties of the community which the latter body represents will he relieved by the 
removal* of the Paper Currency OflBce from Allahabad to Cawnpore. As regards 
trade generally, it is no doubt true that some real though temporary inconveni- 
ence was experienced in the early stages. But the feeling of anxiety which con- 
tinued to reappear every busy season w'as mainly due to imperfect knowledge. 
The policy of the Government was explained by Sir Edward Law in an. 
interview with representatives of the Exchange Banks in January 1904 and 
after correspondence with the Chambers, was again defined for public in- 
formation in aletterf of the 26th June 1904. In these and similar ways a better 
understanding has been brought about ; and it is significant that in the most 
recent expression of representative commercial opinion, the attention of the 
Government was directed not to defects in the su[iply of silver but to the 
supposed inadequacy of the stock of gold coin held in India — an apprehension 
which the Government had no difficulty in meeting. To this change of 
opinion the formation of a silver reserve in 1904 has no doubt contributed 
more effectually than verbal explanations, for it has secured the Government’s 
position at what was unquestionably a weak point. Under this soheme$ 
a special reserve of silver bullion is maintained at the mints, melted, alligated, 
assayed, and cast into ingots, and so ready for immediate coinage in the 
event of sudden pressure. This stock, which is la:^e enough to supply three 
crores of coined rupees, is kept quite apart from other bullion and is 
not available for ordinary requirements. The Government continue to 
add to the rupee coinage without regard to the existence of the reserve, 
and intend only to draw on it on the occurrence of a sudden emergency when 
the usual ar*rangemeuts prove inadequate. The Gold Reserve Eund serves 
as a visible safeguard against a drain of gold. The silver reserve offers much 
the same security against a drain of rupees. As long as it remains untouched, 
» the public have the assurance that danger point has not been approached. 

This measure has been followed by further arrangements for systematizing 
and simplifying the supply of silver. It has been decided^ in the first place to 
transfer to London £5 millions of the gold coin and bullion now held in India. 
The gold so transferred will continue as at present to form part of the currency 
reserve; but the establishment of a currency chest in London will enable the 
Secretary of State to buy silver without giving the forewarning to the market 
which was entailed by the previous system of making separate remittances 
for each purchase ; and it also affords a method, which might in certain cir- 
cumstances be very useful, of speedily replenishing the Secretary of State’s 
balances in England, since he can at any time draw upon his currency gold for 
Treasury payments against a simultaneous transfer from Treasury balances to the 
Currency Reserve in India. When utilized for either of these purposes the funds 
in the currency chest will be replenished, as may be convenient, by the sale of 
Council Bills or by further shipments of gold. An analogous system has 
long been in force in India, and has been criticized as involving the use of 
currency funds for a purpose which in some degree detracts from their efficiency 
as a reserve against the note issue. But in the case of gold this criticism does 
not hold, for when located in London it is actually one stage nearer the point 
at which it becomes effective for the encashment of notes. 


• Desps to Secretary of State. No. 146, d. 28th May 1903 (Part III, 

+ Uetter to Bengal Chambet of Commerce, No, 4021-A., d. 25th June 1904 (Part 111, pa^e 36). 
1 Despa to Secretary of State, No. 121, d. 28tb April 1904 page 29)% 

f I>esp. to Secretary of State, No, 236, d. 29tli June 1905 (Part III, page 31). 
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The Istst development to he noticed in an account of the currency machin- 
ery and its working is the adoption of a system of continuous purchases of 
silver. Experience has now shown that in any ordinary year undisturbed by 
war or famine, the Government of India must coin rupees to the bullion value 
of several million sterling. If the demand declines in one year it revives in 
the next, and silver obtained in anticipation of the normal demand is sure to 
be speedily utilized. It has accordingly been decided* to purchase regularly 
throughout the year, the actual amounts being settled every quarter in consulta- 
tion with the Secretary of State. The supply of rupees will tlius be more 
adequately secured ; the inconvenience and loss arising from emergent pur- 
chases in a possibly unfavourable market will be avoided ; and the mints, 
which in the past were sometimes idle and at others working at extreme pres- 
sure, will now be kept continuously employed. 

af^°laie^°of system of currency regulation, as established in 1900 and developed 

graphic Transfers, and improved in 1904 and 1905, is one which places the whole rupee resources 
currencg policy, of the Government at the disposal of trade, and enables the market to place 
itself in funds with no more delay than is involved in sending bills or shipping 
gold to India. It has been frequently claimed that the Government should 
advance one step further, and remove the time element altogether by lending 
their rupees directly to the Indian Banks or selling telegraphic transfers 
to an unlimited extent at a fixed maximum rate. So far as trade is con- 


cerned the two proposals are practically identical, the essential point in both 
being that the market should be enabled to finance itself on the narrowest 
margin by the assurance that in emergency it can get funds at a moment^s 
notice. From the Government’s point of view it is obvious that loans from the 
currency reserve are out of the question ; and though loans from the treasury 
balances are permittedf under certain published conditions, they cannot in prac- 
tice be conveniently given unless the Government restrict their large voluntary 
deposits with the Presidency Banks or the sale of bills. The case of telegraphic 
transfers is somewhat different, for they form part of the Government’s re- 
mittances, and, as a substitute for gold imports, they relieve the Government 
of the expense of shipping gold to England. The limits on the Secretary of 
State’s drawings have been widely extended by recent changes. Till 1898 they 
were restricted to the sums available in the treasury balances. The monetary 
Stringency of that year led the Government to introduce the “ Gold Note 
ActJ” which enabled bills and transfers to be drawn against the paper 
currency reserve as well, the gold deposited with the Secretary of State 
taking the place of rupees in the currency reserve. Larger hut still limited 
resources were thus placed at the disposal of trade. The scheme of 1900 
removed this limit by providing for the oontinuous conversion of gold into 
rupees, the silver balance being thus replenished as fast ns it was exhausted. 
The obstacle to the unlimited sale of transfers which now remains is- that it would 
leave the Government without any notice of impending demands. The outcry and 
consternation which ensued in 2900 when the Secretary of -State .unexpectedly 
modified! am undertaking to-sell transfers at a fiaDed-rate “jimtiL further.notiee ” 


showed how quiekly*a oostem hardens into antohli^tiau ; and. the Government 
were after wards very eatidicik in repudiating any such obligatiDn. This position 

♦ Secretiwry t)f State; 'So. 143, d. 27th April 1905 (Part 111,* tiaee 88). ^ 

t Deap, feom Secretary of State, No* 87, d, 

six months only; prolonged for txro years hyAct VIII of 1898, 'andJ* •»for t«ro 
yew by Act VIII of j and finally made permanent by Act IX of 1902. 

f Desp. from Bectetaay of State, JTo. 29, d, let March 1900. 

Bombay Chamber o* ewnmeroe,'®©. 88900., d. 
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was reafiBrmed in the discussion* with the Exchange Banks and the Chambers 
of Commerce in 1904. The Government did indeed proposefj for the guid- 
ance of tenderers, that the dijBference of rate for hills and transfers should be 
announced on the day of allotment, hut this suggestion was negatived by the 
Secretary of State. There is too a decided tendency^ to draw more freely 
in the busy season. But the unlimited sale of transfers is still beyond the range 
of accepted policy. 

The question is important because it indicates what at first sight seems a 
natural line of development for the existing system to take. The Secretary 
of State’s sterling requirements, the Government of India’s balances, and the 
trade demand for remittance each suggest a logical limit to the annual 
drawings. But under the new system the first two have ceased to have 
any significance, and only the third limit remains, unless the line is to he 
arbitrarily drawn. The practical impediment to an undefined undertaking in 
regard to transfers has already been indicated. There is also the objection of 
principle that unlimited sales would mean the deliberate acceptance of what is 
essentially a banking function and not a mere incident of a State-managed 
cuiTeney system. This is very clearly seen in the suggestion of one hank that the 
Government should discount their own Council Bills on their way out from 
England, and in the express contention § of a Chamber of Commerce that the 
Government in India “ practically take the place of the Bank of England at 
home ” and should regulate their procedure accordingly. 

The success achieved in the establishment of the present currency system 
is the more remarkable when contrasted with previous disappointments. The succestfai estawuu 

. * ^ ment of thd ournnoy 

sudden revolution in tlie conditions of the problem from 1893-99 onwards is not 
completely explained by the course of trade. The last few years are certainly 
marked by rapid development, but from 1898-99 to 1900-01, the period in 
which the gold standard may he said to have been established, the volume of 
trade was not abnormally large. The export figures (for merchandise) and the 
excess of exports over imports (also for merchandise) were appreciably larger 
than in the famine years 1896-97 and 1897-98, but were not more favourable 
than the figures for 1896-96 and 1894-95, The result is much the same if 
Council drafts are deducted in obtaining the balance of trade which is neutralized 
or adjusted by private remit! anoes from India and imports of treasure. The 
steadiness with which exchange has borne the recent enormous additions 
to the currency seems to negative the idea that changes in the volume of the 
circulatiou have been a predominant factor, nor does the course of prices lend 
consistent support to this theory. The famine of 1900 no doubt goes far to 
account for the large import of gold in that year by which the market was tided 
over a time of exceptional strain with a hank rate never higher than 8 per cent. 

But similar conditions in 1897-98 caused a state of ex:treme stringency, the 
severity of which even the bank rate of 11 and 12 per cent, fails adequately 
to portray. The broad conclusion to which the trade and currency figures seem 
to point is that the conditions required for stability of exchange at IQd. were 
never very far off from the first. The closure of the mints was undoubtedly an 
essential preliminary to all the later results, But confidence seems to have 
been the most potent influence in determining whether these results should 

*•' Letter to Bengal Chamber of Commerce^ No. 4021-A.; d. 25th June 1904 (Part III# page 35). 
t Lesp. to Secretary of State, Bo. 81, d. 26th March 1903. 

J Deep, to Secretary of State, No. 264, d. 23 st July 1904 (Part III, page 90). 

§ Letter from Bengal Chamber of Commerce, No. 320, dated 24th Fabinary 1904. 
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te speedily attained or indefinitely deferred. It is this fact wliieli explains tlie 
proposals put forward by Lord Elgin’s Government in 1898, and attaches a 
crucial importance to the first steps taken by Lord Ourzon’s Government in 1899. 
As shown in the financial Statement of 1900-01, the Government were not 
supported hy tlie unanimous voice of public opinion in giving immediate effect 
to the recommendations of the Currency Committee. They were in fact pressed 
to hold their hands. It was stipposed that gold, as soon as it was made legal 
tender, would “ disappear like rain into the sea.” When a few weeks later the 
financial prospect was again overshadowed hy famine, the time selected for 
the final effort was represented as peculiarly unpropitious. These counsels 
of timidity were fortunately rejected. It seems clear that if they had been fol- 
lowed and the Government had deferred action to some more favourable season, 
there w'ould have been a revival of distrust, which in spite of trade conditions 
might have postponed the establishment of a gold standard for a further 
period of years. 


GoidtiandaHtta^ A glance at the gold statistics will show how completely the Government’s 
uaues-.- confidence has been justified. Up to March 1899 they had received £ 2,008,979 

worth of gold (tendered almost wholly in the first three months of 1899) and had 
issued none. The following figures relate to the six completed years included 

(i) Aagregautturnm Loid Ourzon’s Viccroyalty, from Aprill899 to March 1905. In this period 
S!^‘*(|a 7 '^°''Sthe total amount of gold received by the Government in India has been 

£47,029,954. The maximum receipts of any year were £ 10 millions in 1900-01 
and 1901*05 and the minimum about £ 6 millions in 1901-02. The great range 
of fluctuation explains the practical difficulty of keeping pace with the demand 
for conversion. These sums include the receipts from circulation as well as direct 
tenders of imported gold, any exact discrimination between the two being impos- 

(ii) Amount put si^le. Out of the whole amount received it is estimated that at the end of March 

(£ 9 i was in the hands of the public, either circulating, hoarded, 

(iii) Amount ex- “aelted ; hut the estimate contains elements of much uncertaicty. The total 

pended payments for the purchase of silver in England and India in the six years were 

*”* equivalent to £16,311,964.* The number of rupees minted in that period was 
EiS. 61,72,43,005 or, excluding recoinage and coinage for Native States, about 
Es. 36 crores, the latter sum representing more than one-fourth of the estimated 

(iv) Amount paso^ ^upee circulation of 1893 (Es. 125 to Es. 130 crores). Profits on coinage amount- 

ed into the gold ^Qg to £8,109,898 net were passed into the gold reserve fund, which with acoumu- 
millions.) lated interest amounted on the 31st March 1905 to £8,528,631. The hnlk of this 

(t) Amount held invested in Consols. At the same time the Government held £10,740,139 
twerw i£ioimX ^ paper currency reserve. The total of these two sums (£19,268,770) 
represents the stock of gold, accumulated without borrowing, from which 
a drain of rupees could he met. There has been no formal decision as to the total 
amount of gold required for a permanent reserve. The inclination at one time 
was to aim at accumulating £20 millions in the gold reserve fund and the 
currency reserve together, but it is evident that this limit will be passed before 
any change is made in the present methods. There has so far been no ex- 
perience of a demand for gold on anything like the scale for which the 
existing stocks provide. The Government have only twice found it desir- 
(ni) Amount 3“^^® (once in July 1901 and again in May 1902) to use their reserve to 
support exchange. On each occasion they remitted £500,000 in gold in 
place of selling Council Bills through the Secretary of State. -When the 

* Induaing £1^^000 on tho pai chase of three crores of tolas of ataudard silver foi tlie ingot reserve. 
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transactions of tlie export season Lave been adjusted, there is of course a 

natural tendency for osohange to tend towards the lower specie point, and the 

occasional use of the stock of gold for remittance purposes need not suggest any 

anxiety. It is impossible to give precise figures for the demand for private ex- (vii) Fnoate ex 

poit, but the customs returns indicate an average expoit of loss than half a million Uonl.) 

yearly excluding the exported produce of the Indian mines which is valued at about 

£2| millions a year. There has thus been a natural and unrestricted movement 

of gold without anv extraordinary exhaustion of the reserve.* Pinallv it must Hjis ana 

rate of eJCiJiange, 

be added that this enormous influx of gold baa been consistent w ith the sale of 
Council Bills and transfers to an unprecedented amount and the maintenance of 
a singularly equable rate of exchange. The Secretary of State’s drawings in 
the six years have totalled £117,691,175, or an annual average of £19J millions 
as against an average of £15| millions in the preceding quinquennium ; and 
the bills were sold at prices ranging between a minimum of 15|^d. in July 1901 
and a maximum of 16i\d. iu January 1900, the lowest average rate for a whole 
year being 15‘973 in 1900-01 and the highest 16*067 in 1899-00. 

These figures complete the data hy which the success and prospects Oondudon 
of the currency policy can be measured. The objects which Lord Curzon’s 
Government had before them in 1899 were defined in an early paragraph 
as being : fiist, stability of exchange ; second, an automatic currency ; and third, 
a gold currency dissociated from Government control. The experience of the last (i) The staiiuty 
six or seven years supplies the strongest evidence that the first of these objects cumney 

has been secured. The maximum fluctuations j usi given correspond to a premium 
of about 4^d. in the £ and a discount of about 2]^^, and they are extreme limits 
seldom approached. The exchange between London and India might indeed be 
quoted with reference to the £ sterling on both sides, for this has now become the 
effective as well as the theoretical unit of Indian currency. Looking behind these 
and the other figures to the forces which determine the permanent trend of 
exchange, there is no less reason for satisfaction. The growth of the export trade 
is increasing the balance in India’s favour, and there are signs of a probable 
development of industry which will tell more and more strongly in this direc- 
tion. There appears, too, to be some tendency for the distinction between the 
busy and the slack season to become less marked, and the greater steadiness 
of the discount rate since exchange was fixed will itself tend to prevent those 
violent reactions from which the exchange policy has most to fear. The 
experimental circulation of gold, if it has not been an immediate success, 
at any rate mitigates the apprehension that gold will be greedily absorbed in 
unlimited quantities without hope of recovery. It is quite conceivable that 
the habits of the people may change in this respect, but so far there is no 
definite indication that it will be perilous as well as difficult to establish an 
effective gold currency, i'inally.the currency system has the conspicuous merit 
that it does not contain within itself the elements of distuibance and failure. 

In spite of some artificiality of form it is essentially natural in its operation. 

Among the causes which might conceivably involve a merely temporary 
break-down, the most obvious is the irregular demand for rupees. This question 
has already been fully discussed, and actual experience and the reasonable 


• 1 he fifrures given for the isenes and expenditure connected with the cfold stamlard do not nork up exactly to the 
«nm reteived. A portion of the payntients for silver and of the credits to the gold reserve fund has bi tn reimttod by 
bills or found by the Secret »ry of btate from gold paid to him under the Gold Note Act; and the rectipts, as noted 
above, include an nndetciinmcdanoouut received from circulation, pcssibly many times over. 
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precautions taien seem to indicate that the difficulty can now be always 
met under ordinary circumstances. The greatest drain of rupees in any one 
mouth since Apiil 1900 has been Es. 382 lakhs, or £2,646,000, and in 
any four consecutive months (the duration of the busy season), Rs. 883 lakhs 
or £ 6,889,000. Against such a drain the silver reserve and the strong balance 
with which the Government arrange to begin the busy season should afford 
ample security. But there is of course the paper currency to be reckoned with. 
A run on the rupee reserve by the genuine note-holders coinciding with heavy 
tenders of imported gold might cause embarrassment. The experience of over 
forty years is however held to indicate that this contingency is not a probable 
one. It may be added that while the market demand for rupees has in practice 
to be met in the form of legal tender required for actual use, it should be suffi- 
cient, in the case of a panic affecting the credit of paper, to offer gold in 
exchange. 

The existing conditions would be appreciably modified by unconditional 
facilities for remittance, or any other measure which brought India into closer 
contact with the London money market, and so attracted short-term capital more 
freely to this country. Some such result might possibly be anticipated from 
the grant to the Presidency Banks of power to borrow in London which the 
Government of India have more than once recommended.* But it may be 
hoped that if this power he conceded they will be able to give more assistance in 
forecasting the probable requirements of the market than the Government have 
hitherto received from any section of the community. To quote the warning 
conveyed by Sir Edward Law in his last Financial Statementf : “ it is impossible 
to admit the direct responsibility of Government to immediately and in all cir- 
cumstances meet abnormal demands. Government have the right to expect that 
those who make a special business and derive a profit from financing the trade 
of the country will consider beforehand what are likely to be their requirements, 
and make due preparation.” 

There seems as yet to be no special danger of a temporary exhaustion 
of the gold reserve. The methods of the Gold Note Act have not been 
applied to the converse case of remittance from India to England. It is hardly 
possible, therefore, that India can yet be called upon to play her part as a gold 
standard country in supporting the markets of other gold countries in 
times of pressure. But it is interesting to note as a foreshadowing of future 
developments that the Secretary of State has on one occasion been approached 
with a proposal of this nature. 

(ii) The euneucy The next question is whether the currency system is automatic. It has 

systeiH ctn auto* 

made system. already been shown that, considered by itself, it is absolutely automatic as 

regards the import of gold and additions to the rupee coinage. It is also 
obvious that it has so far, in the absence of any serious drain of gold, been 
equally automatic as regards the retiring of rupees and the export of gold. 
There are very few countries, perhaps none at all, which oppose no obstacle 
direct or indirect to the continued depletion of their gold reserves. The 
Government here axe so closely concerned with the management of the 
currency that it will be difficult to devise any method of checking exports 
which the public v ill support ; and this difficulty will increase when gold 
comes into active use and the public become accustomed to obtaining it freely 

» Deep, to SooteteTy of Stutp, No. 351, d. 19th (Xjtober 1905 (Part HI, page 95). 
t Pmgtapk 190^«05. 
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in escliange for notes. The universal and legitimate practice of raising the 
discount rate, apirt from its being one ■tthich a Government could not employ, 
is altogether inapplicable to the conditions in which gold would flow out in the 
slack season It may be questioned whether India will always be able to 
dispense with safeguards which other countries find essential. But the com- 
plete freedom of the present system must be admitted as an element in its 
favour from the present standpoint. 

Hitherto the only direct interference with the natural action of trade on 
the currency has been the checking of imports of bullion by the rule postponing 
payment for 60 days. This was a temporary expedient adopted under great 
pressure in the initial stage. The limit of 30 days since substituted corresponds 
more closely to the period which would elapse between the fender of bullion and 
its return in coin to the tenderer if an Indian Mint had been established. On 
such points the currency policy cannot be seriously questioned. Active cri- 
ticism centres around the refusal of the Government to accept certain indefinite 
obligations in their other relations with trade. But the management of the 
public balances and of remittance operations, though intimately connected 
with the monetary system, is not a part of it, and as already stated involves 
other than purely currency considerations. 

Such diJofieulties however make it all the more desirable for the Govern- (iS) Progras to- 
ment to sever ti eir intimate connection with tbe currency system by passing on 
to an efl'ective gold currency. As mentioned above, it was never expected that 
this end could be quickly attained. But what was practicable has been done. 

While the Government have been building up the reserve which they require 
as a precedent to active efforts in this direction the people have become 
accustomed to the use and sight of the sovereign. Though there has not 
for several years past been any attempt to press it upon them, they have 
taken over £9 millions from the Government, and probably something more from 
other channels. The high value of gold is evidently not preventing its use alto- 
gether. But the mo>t difficult part of the question remains unsettled. There is 
no certainty as to whether the sovereign is actively circulated, hoarded or melted. 

A final answer can hardly perhaps be expected till gold has been issued in 
much larger quantities. But there are certainly indications that it is regarded 
as a useful form of currency in particular parts of India, and it may he expect- 
ed that a few provinces will lead the way and the others ultimately follow. 

The question also arises whether, when a moderate amount is in oiroulation, 
the hanking system will he able to draw it up to commercial centres by 
the methods employed in other countries when gold is required for export ; 
or, if not, whether the hanks will ordinarily maintain strong gold reserves of 
their own and so lighten the responsibility which now falls upon the Govern- 
ment. It is obvious that the answer to this question must for a long time 
be negative ; indeed, as long as the Government are prepared to supply all the 
gold required for export, there is little inducement for the Banks to obtain it by 
more laborious methods. 

But though progress in this direction may still be slow, there can sauittoftu 
now he no question that the practical end has been achieved, and achieved “j'y “ 

under a system in many re-ipects suited to the present needs and 
preferences of trade and the people. Tbe words* which Sir Clinton Dawkins 
felt able to use in March 1900 may now he repeated with far greater 


a 


Paragraph 25, Fiuancial Statement, 1900-01* 
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asstirance : '* India has at length emerged from a period of transition, has 
reached the goal to which she has been struggling for years, has 
established a gold standard and a gold currency, and has attained that practical 
fixity in exchange which has brought relief alike to the private individual 
and to the Government finances.” Some portion of the relief to the Govern- 
ment may be roughly measured by considering the remittances of the last 
six years, and remembering that India has had actual experience of a 
rate of very little over one shilling. The ease and certainty which the 
gold standard has brought to the finances have enabled the Government 
to forego £2f millions of taxation; to enter into more liberal and per- 
manent arrangements for the ordinary civil administration ; to accept vast 
recurrent outlay entailed by the recommendations of the Irrigation Commission 
and the scheme of Army redistribution and reorganisation ; and to under- 
take the much needed reform of departments like those of Police and Edu- 
cation where heavy expenditure is an absolute condition of substantial 
improvement. The gold standard has also made it safe to pursue an increas- 
ingly active railway policy, and so prepare the country to take advan- 
tage of the stimulus which a fixed exchange is imparting to commerce. 
It is too early yet for the full force of this impulse to have been exerted, 
and the industrial awakening to which many indications point lies in the near 
future rather than the immediate present. But the improved conditions of 
the money market throughout the last seven years, and the recent expansion of 
foreign trade, show that a beginning has been made. This, though it he 
the last, may ultimately prove the most far-reaching result of currency reform. 
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CeAPTEE III.— PaPBE OuERENCY, banking, A.ND RAILWA.Y AND IbEIQATION 

PiNANCE. 

The reform of the currency system naturally reopened other financial 
questions, and particularly those which lie on the path of industrial progress. 

The altered conditions of trade and finance emphasized old defects and created 
new needs, which could only be supplied by the GoTemment or with their 
co-operation. The whole system of money and credit has thus been brought 
under review ; and though some of the many questions raised are still unsettled, 
substantial progress has been made in regard to the most pressing. 

The first of these questions is that of currency reform* in Native States. 

This problem reproduces in miniature most of the features of the Government 
of India’s own exchange difficulty. During the last five years Baroda, Jodhpur, 

Indore and many smaller States have followed the example set by Kashmir and 
Bhopal in closing their mints and accepting the British rupee ; and have thus 
obtained for themselves the financial and commercial advantages of a fixed 
standard of value. The movement in this direction was started by famine, which 
seriously depreciated the local currencies, but the final step would not have been 
taken but for the specially liberal termsf offered by the Government, and the 
assistance and advice by which the States were enabled to overcome the numer* 
ous practical difficulties incidental to conversion operations. Hyderabad still 
retains its own currency. This State is large enough to withstand the influ- 
ences which tell so rapidly and disastrously in smaller areas, and it is possible 
that it may be able to maintain an exchange system for keeping the HaH 
Sicca rupee at par with the British rupee, by methods analogous to those follow- 
ed by the Indian Government in linking the British rupee to the sovereign. 

The exigencies of the gold standard system, as well as the interests »» 

of trade, led the Government to seek some means of popularizing their »y«<ew» 
note issue and extending its circulation. It was anticipated that if the 
facilities for encashment could be largely increased, notes would ulti- 
mately pass more readily as money and be less frequently presented. But 
such facilities were certain in the first instance to involve a greater strain, 
on the reserve, and might throw upon the Government a large part of 
the cost of internal trade remittances. Though recognizing the need for 
caution, the Government thought the question was one to he ventilated, and a 
circular^ was issued in October 1900, inviting the suggestions of commercial 
authorities, Bor the most part the replies merely emphasized the reality 
of the objections which the Government had already foreseen. But after 
some further discussion with representatives of hanking and commerce, 
the following definite proposals were finally approved and suhmitted§ to 
the Secretary of State : (i) the five-rupee note (and if the experiment was 
successful the ten-rupee note also) was to he made legal tender through- 
out India excluding Burma, and payable at all currency offices in the same 
area ; (ii) to prevent the use of the universal note for remittance purposes, 
its despatch by post was to be prohibited, and the encashment of halved notes 
restricted ; (iii) the provision of law making sub-circle notes payable at a 
principal office was to be repealed ; (iv) to compensate trade for the loss of this 
advantage the Government were to provide transfers at low rates between the 

« A more complete examination of this <}uefitlon will be fonnd in Part II, Chapter II# 

t Foreign Department letters to Resident at Baroda, 3iS[o. 19S7-I. d# itb 1900 (Part HI, page 245), ^ 

2944-1. A , d 7tb July 1900 (Pait III, page 247), 

t Letter to Chambers of Commerce and Presidency Banjks, Ko. 6426-A., d. t6tb October 1900 (Part HI, page 471* 

§ Desp# to Secretaiy of State, !No. 102, d« 27th Mairc^b 1902 (Part HI, psge ^)* 
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(ii) Increase of 
note circulation* 


(iii) Increase of 
currency/ invest^ 
ment. 


Banhing : 

(i) Projposed 
Ventral Bank* 


present sub-circle offices and the connected Presidency towns ; and (t) a pro- 
posal of the Bank of Bengal to issue local notes which should be legal tender and 
payable only at the town of issue was to be experimentally adopted at a few 
selected commercial centres. All these proposals except the second and the last 
were accepted* by the Secretary of State, and an Actt u'as passed makiug the 
five-rupee note universal, a measure which involved some changes in its unsatis- 
factory shape and design. But as exception was taken to the withdrawal of the 
special privilege attaching to sub-circle notes, this amendment was postponed 
pending reference to Leal Governments and Chambers of Commerce who 
were addressed^ on the subject in May 1903. Their replies showed that the 
privilege was valued by the commercial community, and, as it had been 
uninterruptedly enjoyed for forty years, and did not appear to involve serious 
expense, the idea of withdrawing it was abandoned. It was decided however to 
persevere with the fourth proposal, and the rates for transfers effected through the 
currency reserves of the principal and sub-circle offices have accordingly been 
fixed and reduced, a concession which is of some advantage to the Government 
as it appears, from the short experience already gained, to be checking the use 
of the five-rupee note for remittance purposes. 

The effect of making the five-rupee note universal has been distinctly 
marked, the gross circulation outside Burma having increased in two years 
by 28 per cent. But before this measure came into operation the note 
circulation as a whole had again begun to show a rapid expansion, the average of 
1901-05 being a little over BjS. 39 erores against Bs. 26| orores in 1898-99. 
The effective circulation, obtained by deducting the notes held in the reserves 
of the Government and the Presidency Banks from the foregoing figures, 
amounted to Bs. 30| erores in 1904 05 against Bs. 20f erores in 1898-99. 
As a result of this improvement the Government felt able with the general 
support of the commercial community to recommend§ the increase of the 
paper currency investment, which had not been raised since 1896, from Bs. 10 
erores (all held in rupee paper) to Bs. 12 erores. They also proposed -that 
the additional Bs. 2 erores should be remitted to England and invested in 
sterling securities, thus enlarging the field of selection in the event of sale 
and maintaining a portion of the rcseive at a centre where in certain contin- 
gencies the proceeds of sale might be mest advantageously employed. These 
measures were approved by the Secretary of Scate and incorporated in the 
Indian Paper Currency Bill, which became law in March 1905’ as Act III of 
1905. The Government, though not at that time intending to invest more than 
Bs. 2 erores in sterling securities, had originally proposed to take a general 
power to hold the in\estmeat in either form, but the suggestion was dropped in 
deference to the adverse opinion of the banking and commercial community. 

Ihe future of the paper currency system was also involved in the 
proposal to establish a central bank similar to that of England or Prance by 
amalgamating the existing Presidency Banks and increasing their capital. The 
scheme arose out of a doubt hazarded by the Currency Committee as to “whether 
banking arrangements in India might not with advantage be strengthened and 
adjusted to the growing requirements of Indian trade.” This suggestion 
was enforced by Mr. Hambro, a member of the Committee, in a separate report, 
and by the Secretary of State and Sir Henry Powler in the House of Commons. 


from Seanstary of No. 192, d, I2th Berembep 1902. 
t The Indiati Oarrency (Amendment) Act> 1903 (VI of 1903). 

% Iffefcterto Xioeal No. 2680-A., d. 14th May 1903 (Pait ITT, page 64). 
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The practical solution of the exchange question seemed likely to encourage a 
readiness to invest capital in India and to open up a field for its employment 
with which the existing banks could not adequately deal. At the same time 
the currency policy was driving the Government into the assumption of 
functions which are ordinarily exercised by a central bank. The three 
Presidency Banks, though modelled on the lines of such an institution, fall 
somewhat short of this status in resources, authority, and privileges. They no 
longer enjoy the right of note issue, and though entrusted with a considerable 
portion of the Government balances, the concession is limited as regards 
amount and accompanied by somewhat harassing restrictions. Their operations 
are confined to India and Ceylon and thus, as at present constituted, they 
can take no direct part in promoting the expected fiow of British capital. Their 
own capital, which aggregates £2,400,000, has been practically stationary for 
the last twenty-nine years, though substantial additions have been made to their 
reserves. Whether through want of resources or from external causes, they 
have, as a matter of fact, proved unable on some occasions to exercise an effective 
influence over the money market. Until the last few years conditions of strin- 
gency have been recurrent and serious, and the Government have been con- 
stantly called upon in the past for that direct assistance to trade which it is the 
duty of a bank of last resort to supply. Again, they are somewhat imequal in. 
management and policy, and though three independent banks may seem to offer 
a triple defence, it may also be argued that in mutual reliance upon one another 
they are in danger of losing the sense of ultimate responsibility which is char- 
acteristic of the management of a single and final reserve ; and that a system 
which divides India into sharply defined spheres of banking influence is not 
well suited to the growing solidarity of trade. At the same time the banks had 
rendered excellent services and were entitled to he heard on any proposal for 
reform. The commercial community generally were also interested, and in 
particular the Exchange Banks who strongly resisted* the whole scheme. 

In their despatchf on the Currency Committee’s report the Government 
acknowledged the claims of the Presidency Banks and pointed out the 
advantages which the scheme of amalgamation offered to trade ; and they 
strongly supported it as an adjunct to their currency policy : — 

There can, we think, be no question that, for the purpose of the effective maintenance 
of the gold standard, a bank with a large sterling capital, and constituted on the model of the 
Bank of England or Bank of France, would be a very powerful support to the State. Such a 
Bank would be better able to measure and deal with the requirements of trade for foreign 
remittances than any Government, and it would have the capacity, which a Government 
Department cannot be expected to possess, of preventing unnecessary export of gold without 
hampering trade. An institution of the kind would also be most effective in promoting the 
circulation of gold. It would, again, he an efftwrtive agent for securing an increased circulation 
of fiduciary money j and we might find it possible to entrust it with the management of the 
Government Paper Currency.’' 


A few days later an opportunity was taken to mention the matter in the 
Legislative Council which was then discussing an amendmentj of the Presidency 
Banks Act empowering the Banks to deal in securities of the new Bombay City 
Improvement Trust. This was little more than a formal matter. But other 
applications for more important concessions had been simultaneously received 
from various quarters. Both the Viceroy and the Einance Member pointed out 
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tlid>t any relaxation, of exis-ting restrictions must be contingent on proper 
guarantees for tbe safety of tbe Government depO'its. But subject to this 
caution the Government of India cordially desired to give the Banks ** ample 
liberty of movement.*’ To quote the concluding words of the Viceroy’s* 
speech " 

"la respect of banking, it seems to me that we are behind the times. We are like some 
old-fashioned sailing ship, divided by solid wooden bulkheads into separate and cumbrous 
compartments. This is a state of affairs which it appears to me can hardly eontinae. I can 
well believe that local interests will require to be consulted, and we must be careful to see 
that no injustice is done. But I cannot think that any seet’onal prepossessions should be 
allowed to stand in the way of a consolidation and eonoentration of banking facilities which 
strike me as being required in the interests of the business accommodation and credit of the 
country. Should we succeed in effecting any such amalgamation — should we get any such 
Central Bank, established on a sterling basis, giving us access to the London market — then I 
think we might uith safety dispense with many of the existing restrictions, because we shonld 
have, on the hypothesis of a common curi’ency with England, a permanent and stable link 
between the Indian and English markets." 

In November 1899 tbe question was referred f to tbe Chambers of 
Commerce and to tbe Banks themselves as a matter to be considered " with 
special reference to tbe existing capital of tbe Banks." It was generally 
contended in reply that what tbe market required was not a permanent aug- 
.mentation of banking o.npital, which could not be fully employed in the slack 
season, but a more elastic system permitting the temporary expansion of 
resources at times of pressure. Tbe power of bormwing in India is of little 
service in a monetary crisis. It was strongly urged that tbe Banks 
should be allowed to borrow in sterling, and possibly also to take loans in 
emergency from tbe paper eurrency reserve — a procedure which would be 
analogous to tbe issue of uncovered notes in European countries. 

This correspondence was followed by a conference held at the end of Decem- 
ber 1899. Personal discussion revealed (so the Government of India wrotej) 
" a much greater degree of agreement between tbe Government and the various 
institutions concerned, and between tbe various institutions themselves, than 
appeared from, the letters." The Government accordingly felt able to treat the 
question as one of practical politics and to formulate their proposals in a despatch J 
to the Secretary of State. In a summary of this important document little more 
than the conclusions can be stated. The despatch emphasized the unanimity of 
the demand for an increase of banking resources in one form or another. 1 1 
pointed out that an increase in other directions ought reasonably to be guaranteed 
by some addition to tbe shareholders’ capital. The treasury balances were too 
exposed to unexpected demands to permit of the Goveimment entering into any 
definite engagement to assist the market from this source. If the paper cur- 
rency reserve was larger than safety demanded, the excess shonld be invested. 
The proposal to grant “ access to London ’’ suggested the apprehension that 
resources (largely supplied by the Government), might prove to be locked up in 
England when suddenly and urgently required in India. It could not therefore 
be regarded as a satisfactory alternative to the suggested increase of permanent 
capital, though it might usefully supplement that measure. The grant of this 
privilege to three Banks was, however, open to special objections : “ It would 
be more difficult to follow the operations of three Banks than of a single 
institution ; and we could not contemplat e with equanimity the contingency 

• Speecli delivered in tlie lieg:ielati\ e Council on 1st September 1899. 
t IieUer to Chambers of Commerce* Iffo. 5 1 2a* A.* d, 10th November 1899. 
t Deep, to Secretary of State, No* 17, d, 18th January 1900 (Part III, page 67>^ 
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of three Presidency Banhs, all connected with Government, competitively 
pledging Indian securities in the London market.” Again there could 
be no question of transferring the management of the note issue to three 
separate Banks, though the transfer might become possible in the event of their 
amalgamation. In this connection the Government explained that amalgama* 
tion would not involve the saoridoe of local management and local knowledge, 
or a surrender of the rights of existing shareholders. Recurring to the 
question of capital, the Government observed : “ We will only add, though we 
strongly recommend that an amalgamated Bank should be given a last resort 
in London under proper conditions, that such a Bank will thereby become the 
last resort in India, and that both the Government and the trade of India have 
a right to look for ample strength in such an institution. We believe that 
an (additional) amount of three crores, equal to two million sterling, would be 
sufiSoient to ensure stability and would have every prospect of being fully 
utilized in a short time.” The despatch concluded with the following words: — 

“ We look to a control being exercised over the money market which the Presidency 
Banks do not pretend to have gained, to greater efficiency and to unity in the management of 
banking resources, to a more lapid return into the general circulation of money raised by taxa- 
tion, to an accelerated development of railway and other enterprizes, and to a relative steadi- 
ness in the rates of discount which would be of vital importance to sound business in this 
country. It is only through some comprehensive measure of this character that India may 
count upon reaping the full advantage, through access to London, of the currency policy upon 
which she has embarked.” 

The Secretary of State replied* by propounding a series of questions, the (,-,■) The teheme 
effect being to postpone a decision till Sir Edward Law’s arrival in India. 

The latter re-examined the proposal in a minute which was forwardedf 
to the Secretary of . State, and formed the opiniou th,at there was no sufficient 
evidence of a deficiency of permanent banking capital, and that the scheme was 
too expensive to be recommended for the sole purpose of supporting the 
exchange policy. The Finance Member’s final conclusions may be summed 
up in his own words : — 

“ Whilst convinced that it is unnecessary to fstahlish a Central Bank for the assistance of 
trade, and unprofitable, as regards provision of assistance in connection with possible exchange 
difficulties, I am still of opinion that if practical difficulties could be overcome, it would be 
distinctly advisable to establish such a bank so as to relieve Government of present heavy 
responsibilities and to secure the advantages arising from the control of the banking system of 
a country hy a solid, powerful, central institution. In India Goverument is to-day the chief 
banker. I do not think it well that Government should occupy such a position ; and I am, 
only deterred by what appear to me to be the very great practical difficulties of the situation.” 

The Government of India accordingly felt “regretfully compelled to 
advise that the scheme should be held in abeyance ” although at the same 
time ** recording their deliberate opinion that it would he distinctly advisable, 
if practicable, to establish- a central bank ” for the purposes indicated by Sir 
Edward Law. The Secretary of State accepted! this opinion but added the 
request that " the scheme may be revived whenever there is a probability of its 
being successfully carried out.” 

It is of interest to note the different lines of argument by which this 
project was supported. Primarily a central bank commended itself to the 
Government of India as a piece of machinery to assist the State in “ the 
effective maintenance of the gold standard.” To the commercial community 

* Dear* from Secretary of State, No- 40, d. 22nd March 1900, 
t Deep, to Secretary of State, No. 199, d. 13th June 1901 (Part III, page 78). 
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{lenerally (who did not slow themselves very keenly interested) the expectation 
of additional loanable capital and of a steadier discount rate was the main attrac- 
tion, Ihe thiee Banks had some reason to apprehend that an increase of capital 
would involve a diminution of dividends, and their past services and unex- 
pired contracts with the Government placed them in apo'^ition to bargain, ^io 
them the scheme was presented as the corollary to their demand for greater freedom 
and particularly to their request for sterling bon owing powers. Finally, when 
the tendencies and results of the cunency policy were better dedned, it was 
recognized that the chief justification for the scheme lay in the necessity for 
relieving the Government of its banking functions and responsibilities, A.s 
time goes on these responsibilities are not becoming lighter, and when the 
project is revived, in compliance vv ith the Secretary of State s instructions, it 
may he anticipated that this aspect of the case will be more prominent. 

(m) AUernativt While abandoning the more ambitious scheme the Government thought it 
propttait, possible to extend the powers of the Banks by devising other safeguards. In 

January 1901 they requested* the Banks to submit specific proposals as to the 
new facilities required. The list of demands was discussed at a conference held 
in December 1902 and certain provisional decisions were then formulated. 
After further negotiation both the G-overnment and the Banks agree 1 on certain 
terms which were submittedt for the Secretary of State’s approval in July 
1904. The principal concession which the Government decided to recom- 
mend, and the only one requiring mention, was the power to borrow in 
London. With this privilege they associated certain precautionary conditions : 
the Banks were not to be allowed to borrow in sterling till the Bank rate had 
risen to 6 per cent,; “ to prevent their borrowing operations from interfering 
with the arrangements for G-overnment remittances ” the Banks were to make 
their own remittances “ in such form as may be approved by the Compti oiler 
General in each case ” ; the Government were to be empowered to annul the 
election of auditors if the shareliolders elected unsatisfactory persons ; and the 
Banks were to be required to maintain a cash balance amounting to not less 
than 33 per cent, of their liabilities payable at call or within one month, any 
deficiency being made good by a loan from the Government or by borrowing 
in London. 

This scheme is still under discussion. I'he Secretary of State while agree- 
ing to the minor concessions has questioned^ the practical necessity, in existing 
money market conditions, for the grant of increased facilities for the importation 
of cheap capital. He also demurs to a measure wMch might involve competi- 
tion with the Exchange Banks, whose renewed protests he has forwarded for the 
Government of India’s consideration. The latter regard the apprehension of 
iTnfmV or even appreciable competition as chimerical ; they hold that the removal 
of artificial restrictions which impede the fiow of capital is a necessary sequel of 
currency reform ; and consider that their proposal is essential to the mainten- 
ance of a strong and centralized banking system. They propose however to 
abandon tlie stipulation as to a minimum cash balance in view of the difficulty 
of enforcing a practLoable penalty for default. The Secretary of State has 
accordingly been addressed§ in this sense and his final decision is now awaited. 
Meanwhile they have taken up the question of encouraging the development of 

branch banking in the mofasaal by permitting private banks to undertake the 

■■ - - — - 
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Government business in places where the Presidency Banks are not yet estab- 
lished, and by offering the latter more favourable terms in respect of the public 
balances held at newly opened branches. The question is of much importance 
as the wide extension of European methods of banking is the most hopeful 
means of combating those habits of hoarding which retard industrial progress 
and involve a possible menace to the currency system. But the problem is one 
in which the Government can do comparatively little to stimulate commercial 
enterprise. 

One object of the projected Central Bank was to dissociate Govern- BaUtoai/ Finance : 
ment from commercial finance. A somewhat similar idea has characterized the 
numerous discussions on the problem of railway extension. To quote the words 
in which the Secretary of State summed up’* the demands of those who urged 
a more progressive policy 

“ The fiaaneing of the Public Woiks Department should be a distinct branch o£ State 
Finance : the capital boriowed for it should be set apart for its sole use ; and the sums 
to be raised should be regulated on what is called a commeicial basis, with lefeience to 
the amount required to meet necessary or desirable expenditure and without or with only a 
secondary regard to the general dnancial policy and situation of the Government I understand 
that it is desiied also that the money provided and set apait Icr railways should he at the 
call of the railway authorities, aad that its expenditure should be freed from the lestrictions 
of the ordinary budget rules.^' 

This contention was brought prominently forward in 189D by Colonel W Origin of pro- 

^ Qy^Q/ftVtih6 

Gardiner, then aoting Member in the Public W orks Department, and the Viceroy 
also warmly sympathized with the attempt to devise a less rigid policy. “ The 
system under w'hich our railways are now financed,” Lord Curzon wrote, " seems 
to me to be a faulty system, and to be fatal to development at the very 
time when devclopmcut may be most needed.” In the despatchf with which 
this minute and others were enclosed the origin and history of this system 
were reviewed. Briefly the position is this : — The State owns and works a 
number of lines ; and it owns others, hut leases them to companies who work and 
develope them ; while certain linos belong to companies who have built them 
with capital raised by themselves on the Secretary of State’s guarantee or with 
the help of a Government subsidy. The scope of useful extension is for 
practical purposes unbounded. The funds allotted are limited and for the 
most part raised by borrowing. To preserve continuity of work, and to enable 
the Government to adjudicate between tbo competing claims of the different 
lines, an annual forecast or programme of railway expenditure is drawn up. 

In this programme are included all lines for which the State, by its onmership 
or guarantee or otherwise, has accepted any direct or potential responsibility. 

Thus the demands of companies who are working paying lines and wish to 
borrow additional funds for rolling-stock or for new branches may have to give 
way in part to the requirements of lines which are only run at a loss or to 
completely new projects. Again, projects which have passed this ordeal and 
secured a place on the programme may he subsequently struck out if from 
famine or other causes it becomes necessary to reduce the intended expendi- 
ture. The financial reply to this complaint was that whether the Secretary of 
State borrows directly, or indirectly (and less economically) through companies 
using his credit, ** there is a limit even in London to the capital which readily 
seeks investment in Indian securities.” Consequently the Government must 
limit their aggregate borrowing, direct or indirect, productive or non-productive, 

• Desp. from Secietary of State, No- 8, d 4th January 1901. 
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and commercial or administrative, to an amonnt which will not unduly 
depress the price at which their loans are floated. Control over railway 
remittances was also regarded at that time as scarcely less important, lor the 
Government were finding difiSculty in providing all the rupees required by 
importers of gold, and they were somewhat apprehensive as to the effect of 
the recent heavy additions to the coinage. Apart from this and whatever the 
sums to be borrowed, the Government must have the time and amounts settled 
beforehand to enable them to place the funds when and where required. In 
fact, to repeat Lord Curzon’s phrase, the programme is a railway budget, and 
the whole argument a plea for “ perspicuity of finance.’* 

(i») Suggested The outcome of this examination of the existing system was that the 

modiftccstimis. Government as a whole felt unable at the time to recommend any radical 

departure from it. The Viceroy and the Public Works Member in a separate 
minute emphasized the temporary character of the remittance di-fficulty. But 
the only specific proposals made were to allow companies occasionally to borrow 
small amounts on short-term loans with the object of avoiding the temporary 
disbanding of establishments, and to frame future programmes on a minimum 
basis. If it proved that additional funds could he provided it would be easier to 
enlarge an unambitious programme than to cut down one which erred on other 
side. The Secretary of State, replying* in January 1901, negatived the second 
recommendation and questioned the propriety of the first. He also discussed and 
again rejected an old proposal to permit the re-allotment of unexpended grants. 
He considered that the inconvenience of which complaint had recently been 
made would he mitigated by giving the first place to open line requirements and 
the second to lines under construction. On the general financial principles he 
supported the view taken in the Government of India’s despatch. The real 
difficulties thus remained unsolved, and the Government of India after some 
further discussion decided that the question must be temporarily dropped. 

re-opened. In 1901, Mr. Thomas Robertson, 

' O.V.O., was deputed by the Secretary of State as Special Railway Commissioner 
to enquire into the administration and working of the Indian Railway system. 
His report which was submitted in 1903 repeated the familiar demand for in- 
dependence. In regard to improvements of existing lines Mr. Robertson recom- 
mended that both guaranteed railways and companies working state lines 
should be “ excluded from the influence and restrictions of the programme, 
and permitted to raise snob money as they may require and as Government may 
sanction on the best terms ohteinable ; and that these transactions should he 
left entirelf free from the ^ixigennies ^of ludiau finance.” Ror the con- 
struction of new lines Mr. Robertson proposed to offer guarantees on more 
favonrahle tenaas, and eompanies weare apparently to be allowed to raise 
capital on such guarantees without limitation by fiimndal considerations. Ror 
Government construction and open line requirements it was suggested that the 
railway authorities should have an open credit of Rs. 16 orores for their 
annual expenditure, besides the net surplus of railway revenue. 

laiadtteesfiiagt the Secretary of State the Government of India singled 
out for their immefliate attention and sopport Mr. Robertson’s proposal to create 
a small Board of>»ofcicai railway men entrusted '“with full authority to manage 
themilwaya of India on oommereial principles and freed from all non-essential 
restiitftbMB m needlessly inelas€c rules.” They next defined the financial powers 

♦ from Soere^ry of State, Ko 8, d. 4th January 1901, — — 
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wHelL 'were to be delegated to tlio Dew Board. They reasserted the principle that 
“ in the last resort, all liabilities incnrred are Government liabilities ; Government 
must therefore retain control over them, and cannot afford to let other persons 
•pledge their credit without their knowledge or to an extent of which they are 
unaware.” They were therefore unable to accept Mr. Bobertson’s scheme of 
finance, and went onto formulate the following alternative arrangement. 
the first place they undertook to pledge themselves financially for periods of gramme. 
three years instead of one 

“ The system that we submit for your consideration and approval, is that there should 
be a thiee years' programme both of boirowing and of construction, and that to meet it, 
the Secretary of State should make a three years’ grant to the Board, the sum being calculated 
on a careful foiecast, on the one hand, of the requirements both of State Railways and Com- 
panies’ railwaj s, and on the other hand of the financial prospects of the Government of India. 

Any amount unspent at the end of the first or second year would be added to the giant for the 
second. and third years lespectivcly. The Board would then have an assured supply of funds, 
and would he insured against fluctuations arising from the ordinary vicissitudes of finance.” 

Secondly, having proposed to create a Board possessing the highest profes- 
sional qualifications and to entrust it with the expenditure of many millions of 
money, the Government of India urged that minor financial restrictions should 
be relaxed. “ Little good will be achieved by a mere change of nomenclature, or 
by superficial reforms in organisation.” The powers of the Government them- 
selves were so restricted that a “ generous devolution of responsibility ” was 
imposi^ible unless the Secretary of State set the example by a partial abdication 
of his own highly centralized authority. The Government accordingly asked 
to he empowered (under suitable conditions) to sanction the construction of 
Branch lines estimated to cost less than Ks. 100 lakhs, and the provision of 
rolling stock and other requirements of open lines ; to enter into the necessary 
contracts with independent Branch line companies ; and also to deal finally 
with establishment questions not affecting oflficers in pensionable service on 
salaries exceeding Bs. 600 a month. The Bailwny Board was then to be 
authorized to distribute the capital outlay contemplated in the triennial 
. programme ; to dispose of questions of administration and working generally ; 
and to exercise the other powers mentioned above subject to the Government 
of India’s previous concurrence in their arrangements for new Branch lines 
and to the usual principles of budget control. 

The Secretary of State sanctioned* the constitution of a Eailway Board of 
three members, one of them possessing English experience. He also agreed 
to the preparation of programmes covering three years’ expenditure, though 
the right to reKstrict the grant in the event of financial emergency was reserved. 

And as requested in a later despatchf he agreed to allow the reallotment of Beaihiment 

^ lci>psed graJits* 

lapsed grants up to a maximum of Es. 60 lakhs per annum. In regard 
to the delegation of powers a larger measure of freedom was conceded though 
not in the precise form which the Government of India desired. The new 
Board came into existence in Eebmary 1905, and its proceedings form part of 
the history of the newly established Department of Commerce and Industry* 
to which it is subordinate. 

"With these reforms and the practical disappearance of the remittance («) Adoption of 

difficulty the problem of railway finance reached a working sointien. The torrowMg 

limits on borrowing remainedand continued to be emphasized from time to time 
by the Secretary of State, f but in prjiotioe funds were more freely forthcoming, 
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and there are indications that a holder borrowing policy may be definitely 
accepted in the near future. This question was brought to a head by a 
scheme formulated by Sir Edward Law on which the Secretary of State was 
addressed * in Eebruary i905. The lateEinance Member, anticipating that the 
investing public in England would be more readily interested in Indian Kail- 
ways if they were divested of their character of State-owned properties and 
presented as ordinary commercial securities, proposed that the Government 
should buy up those Railways of which they are not already sole owners, regroup 
all the lines into suitable systems, form them into private companies, and sell 
the greater part of them, in the shape of shares and debentures, to the public. 
The Government of India though unable to support the scheme itself were 
in sympathy with its underlying motive. They impressed upon the Sec- 
retary of State the conviction that the full value of their magnificent rail- 
way property is still imperfectly realized by the British investor, and urged that if 
the profitable results of railway as well as of irrigation enterprise were properly 
laid before the English public it should be possible for the State to obtain by 
direct borrowing, and at a lower rate than any private companies, all the funds 
required for the prosecution of a more vigorous policy. The Secretary of State’s 
views on this final representation had not been received when Lord Curzon loft 
India. 

{vii) Progress in Meanwhile railway expenditure continues to expand and is every year 

IMmWdy €ixitens%on» • 

more convincingly justified by the test of actual results. The total capital 
expenditure in the five years ending March 1894, including companies’ 
lines, amounted to nearly £19 millions, and in the next quinquen- 
nium, under the impetus imparted by Lord Elgin’s Government, this sum 
was advanced to over £25| millions (or £16 millions excluding companies* 
capital). At the end of this period the Government proposedf temporarily to 
reduce the annual expenditure to about £-41 millions “ to allow a short time for 
the earning capacity of the lines recently constructed to develops iiself before 
again undertaking special burdens.” But this intention was abandoned. During 
the six years ending in March 1905, the aggregate expenditure rose to £37f 
millions, (or nearly £26| millions excluding companies’ capital). The estimate 
for the current year (1906-06) amounts to £8,300,000 and the triennial 
programme for 1906-07 to 1908-09, which has been recently submitted J to 
the Secretary of State, contemplates an annual outlay of no less than 
£10,000,000. The substantial surpluses of recent years no doubt contributed 
to the initial acceleration of the rate of progress, but there is every reason 
to expect that it can be maintained. The constitution of the Railway Board 
is a guarantee of increased eflScienoy. The settlement of the exchange diflBculty 
must appreciably enhance the Government of India’s borrowing capacity. 
Above all, the railways have now shown that they can more than pay their way. 
The State railway system as a whole, in spite of the inclusion of lines con- 
structed for other than purely commercial purposes, has at length begun to 
yield a substantial though fluctuating surplus, after paying the interest on the 
entire railway debt as weU as the annuities for the purchase of some of the 
companies’ lines. This surplus has amounted in the last six years to £4^ 
miIlions§, half of which was earned in 1904-06 alone. In this context it may 
be added that, though the conditions of the London money market after 
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the South Afi’ican war were xuifavourahle to securities of auy kind, the 
gradual lowering of the rate at w'hich. the Government o£ India hare been 
able to borrow has justified a reduction* of the interest charge above mentioned. 

From 1900-01 onwards interest is calculated at 3| per cent., thouglx for capital 
outlay before that date the old rate of 4 per cent, is still maintained. 

In the foregoing paragraphs the question of Railway finance has been irrigation 
treated as standing by itself. But the programme system actually covers 
all productive capital expenditure including that on Irrigation. The latter 
has till recently held a subordinate though not an insignificant place. It was 
considered a primary obligation to supply the country with a faiily complete 
railway system by which food could be poured into eveiy distressed area in time 
of famine. While building up this system the Government found the means 
to carry out some of tho most remunerative of the possible irrigat'on projects, 
and from the revenue supplied hy the famine insurance grant they con- 
structed a number of unremunerative but protective works. In addition 
many minor though often very productive works had been constructed from 
ordinary revenue. 

In 1901, believing that the possibilities of productive irrigation and the 
obligations of the State in respect of protective works were far from being 
adequately recognized, the Government appointed a strong Commission to 
report upon the whole subject, aud in particular “ to determine the scope which 
exists for further extension of State irrigation works.” The Commission’s 
report was received in 1903, but it was not until May 1905 that the Govern- 
ment were able to complete their examination of its far-reaching proposals and 
suh’uilf their matured recommendations to the Secretary of State. Brom the 
financial point of view the most important feature of tho report is a programme 
of State construction extending over 20 years and involving a capital outlay of 
close oia £20^ millions in addition to the cost of works already in progress. This 
large sum inelut^es no less thau £13 millions for protective works, and £6 millions 
more tor works the prospects of which are not sufficiently assured for them 
to he definitely classed as productive. The financing of such a programme 
involved much the same questions as those, discussed in connection with railway 
extension. It also raised more directly than hitherto the question of precedence 
as between railways and irrigation ; and it introduced considerations relating 
to tho policy of the famine insurance grant and the propriety of meeting unpro- 
ductive capital expenditure from borrowed funds which were not present, or 
at auy rate not prominent, in the discussion of the railway problem. The 
Government of India, while recognizing that as the various projects included in 
tire scheme are fuitlier scrutinized and new req.uirements are brought to light 
the Commission’s programme will necessarily require raaiy modifications, have 
accepted it as laying down for tie first time the broad lines of a continuous 
policy, and believe that they can meet the outlay involved without unduly 
retarding the progress of railway construction. They have already raised the 
allotment for productive works from Rs. 100 to Rs. 125 lakhs, and tliey antici- 
■ pate that if the Secretary of State is prepared to draw more freely upon the 
London market it will in the near future be pos.-ible to find Rs. 150 lakhs a year 
for expenditure on existing and new productive projects. The protective works 
will be financed from the moiety (lls. 75 lakhs) t of the Bamine Insurance 
Grant which it is the practice to regard as available for measures of protection 

• Desp. fr<*m Sco*efcary of State, No 70, <1. 5ili Ap il 3903* 

+ Rpvetttie Department (Civil W«irl\s) dcs ). to Secret iry of State, No. 18, ^8feh May 1903 (Pait III, pa^e 166). 
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ajainst famine. Finally it is proposed to provide an annual grant of Bs. 10 
lakhs for minor worhs, which have been somewhat neglected in the past. 
These measures should suffice to ensure the completion of the whole programme 
within the period of twenty years which the Commission contemplated. 

The Government did not mark time till the Commission’s report could be 
considered and all financial questions settled. In the sis completed years 
included in Bord Cui zon’s Viceroyalty the espenditxire on productive works 
has averaged more than £ i million a year, and since 1901-02 increasing atten- 
tion has been paid to protective works. The budget estimates under these two 
heads for 1906-06 (£833,000, and £si80,000) indicate a total expenditure of 
more than twice the former average, and if “ minor works *’ are included the 
aggregate annual outlay approaches, though it is still short of, the standard of 
about £1^ millions a year which the Commission have recommended. At the 
same time irrigation revenue has been rapidly increasing, owing largely to the 
remarkable success of the Punjab canal system ; and it is estimated* that the 
net return on the capital expenditure on productive works is now 8 per cent, 
(before payment of interest), or close on £1,000,000 a year after payment of 
all charges. 

* Paragraph 40 of Financial Statement for 1905-0G, 
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Ohaptjbe IV. — Tradje and Economic Progress. 

The foregoing chapters exhibit the purely financial relations between the liitroiluiiot y. 
Government and trade, and the financial methods adopted in the administra- 
tion of State industries. The Department of Einance was also the Department 
of Commerce until the recent constitution of a Department of Commerce and 
Industry, when its commercial functions were transferred to the new Depart- 
ment. An account must accordingly be given of the action taken by the 
Government at other points of contact with commercial and industrial 
interests. 

Perhaps the most important feature of recent commercial administra- ^ of Cus- 

tion is the attention paid to the procedure, personnel, and organization of the 
oflBcial establishments through which the Government are brought into relations 
with trade. The Accounts Department, recruited directly from England and 
reinforced from the ranks of the Indian Civil Service, trained in the commercial 
centres, and administered by the Supreme Government as an Imperial service, 
is in some respects a modeL Procedure is uniform, and the intermediary 
between the Government and the banking and monetary world is an officer 
accustomed to consider and able to represent the commercial point of Tiew. 

These conditions have been singularly wanting in the Customs Depart- 
ment, though trade is far more closely concerned in the daily routine of 
its administration. It is essential to the mercantile community that customs 
procedure should he simple, prompt, aui uniform, and effectiv ely controlled 
by an officer of broad and liberal education and pos’sessing considerable 
technical experience. For some time past the Government of India have 
felt that in these respects the present ariangements were not satisfactory. Each 
maritime pro's ince has hitherto had its separate customs service administered by 
the Local Government. Erequent complaint of diversity of procedure has 
been made both in England and India, especially in connection with the 
administration of the Merchandise Marks Act. The Collectors of Customs 
at the jirincipal ports were obtained from the Civil Service ; they usually 
had little or no previous customs experience, and were constantly removed 
to ordinary executive appointments as soon as they were beginning to learn 
their work. Their assistants were for the most part promoted subordinates 
who had become unfitted by a long round of routine work for independent 
positions. The Government of India themselves have been hampered by the 
want of expert advice in customs matters. 

Attempts have been made to mitigate these defects by general orders 
and minor improvements. Thus in January 1900 instructions were given 
as to the method of dealing with enquiries on trade subjeots, and in April 
1901 a circular was issued enjoining attention to uniformity of procedure. 

In 1902, in consequence of complaints received from the commercial commu- 
nity, a committee 'was appointed* to advise on the simplification and reform of 
the conduct of business in the Calcutta Custom-house; and a valuable report 
was submitted which has already led to a number of improvementst. 

The Government have also revised; and unified the system of levying fees from 
the public for overtime work done by customs officers and other connected 
departments. Again in 1904 it was arranged! to place an officer on special duty 

• Letter to Government of Bengal, No, 4782-S. 3Et ^ di. 6th September 1902* 

t Vtde letters to Government of Bengal, No. 2356-S.li, d 4th. May 1903, and No. 2942-S B,; d. 9th May I904j 
and desp to Secretary of State, No. 292, d. 18th August 1904. 

X Pesp to Secretaiy of btate, No 384, d. 25th Pet ember 1902 (Bart III, page 209). 
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to compile a manual of rules and orders applicable to all the British Indian porfs, 
and tlie same olHccr M as deputed* to study the systems of trade registration 
in fo’ca in England and tlie Continent, prior to taking his place as a member of a 
committee appointed to revise the Government of India’s statistical publications. 
'J'l>e Committee concluded its task in May 1905, and its report is now under con- 
sicleiMtion. But the considerations already summarized forced the Government 
to the conclusionf that such measures do not go far enough, and that the Cus- 
toms administration must be reformed and the present methods of recruitment 
“absolutely swept away.” The alternative system upon which the opinions of 
l/ocal Governments and Chambers of Commerce were invited, was based 
upon tlie constitution of the Accounts Department as outlined above. The 
Customs Department was to be made an Imperial service available for employ- 
ment at any of the principal ports of India, and directly controlled by the 
Government of India in m.tters of recruitment, establishment and post- 
ing. The higher ranks m ere to be officered entirely by men recruited from 
England or by membei s of the Civil Service ; for the latter it was proposed to 
reserve a propoition of the principal posts, but not to appoint an officer to he 
Collector of Customs until he had served for a term as Assistant. The seheme 
was approved by the Chambers of Commerce, with a cordial recognition of 
the consideration for commercial interests which led the Government to put it 
forward. It was accordingly submitted I to the Secretary of State in December 
1904, and, after some correspondence regarding the scale of pay proposed, 
uas sanctioned. It will be introduced immediately, but some time must 
elapse before it can come into complete operation since recruitment on the new 
lines can ouly be undertaken as vacancies arise in the existing staff. 

The Government were not usually in the past conspicuously conceru' 
ed in trade questions except as they arose in the exercise of ordinary adminis- 
trative and fiscal functions. Tlicy employed a number of scatteied officers and 
establishments whose duties included the collection of statistics and other inform- 
ariou on economic subjects : as for example the Directors of Agriculture in the 
different provinces ; the Beporter on Economic Products; tlie Geological Survey 
and the Forest Departments ; an Agricultural Chemist and Botanical and Ento- 
mological experts ; and the Director-General of Statistics. But there was no 
machinery for collecting and systematizing and disseminating the information 
%\bich these officers accumulate, and no central agency to which enquiries on 
trade and economic subjects could be addressed. The question was taken up on 
a reference! from the Secretary of State regarding the Commercial Intelligence 
Committee which had recently been established as an adjunct to the Bo^rJ of 
Trade in London. The Government of India, as they observed in addressing!] 
the Chambers of Commerce, were 

“ imi ressed by the defective nature of the arrangements for providing the Goverament nith 
advice and information open eommpuial ard ir.dmtriat questions in whuh the State is concern- 
ed. Still more noticeable is the almost entile absence ofany machinery by which Gove nment 
can 8y«.teinatioally procure and commnuicato to the commercial public information on matters 
which are of inteiest to them, and regarding which individuals cr public bodies may have diffi- 
culty inibtaining it for themselves. It would appear that the creation of amiehmery, 
competent to supply this twofold defect, must nccefsiiily bo of benefit both to the murcantile 
ccmmuiiity an<l to tbe State/' 


• t<» Sorretflfcry of State, No. 145, d. 12th 1004. 

I LettottoGt T Bengal, No U , d. 28ili De-'nnho- 19^3 

I i u io» 
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They accordingly proposed to establish a Bureau of Commercial Intelli- 
gence with a specially selected officer at its head as Director-General, and 
under him two Assistants, one for statistical wort, and the other for com- 
merce. The “ primary function ” of the commercial side of the Bureau was 
to be the collection and publication of *' all information likely to be of use to 
the commercial public, or to the Government in its relations to commerce. This 
would embrace matters relating to both import and export trade, to the inland 
and trans-frontier trade, to the industrial and mineral resources of the country, 
to the competition of foreign staples with local products in India, and of Indian 
staples with foreign products abroad, to the development of existing markets 
and the discovery of new ones. ” Bor the dissemination of this information 
the Director-General was to employ three principal channels : a well-arranged 
library of books, reports, pamphlets, notes and maps, accessible to the public ; 
an enquiry office in which all information not readily available in the library 
would be arranged, registered, carefully indexed and brought up to date ; and a 
periodical journal on the lines of that of the Board of Trade. 

The scheme was generally approved by commercial authorities with a caveat 
against the unrestricted publication of information supplied to individual 
enquirers, and a widely expressed desire (with which the Government were 
in full accord) that the department should include an officer selected from 
outside the ranks of Government service. There was however some disposition, 
especially in the Press, to criticize the proposed Bureau as being on too modest 
a scale and likely to become “ a mere machine for collecting statistics”; and 
when the Secretary of State, to whom it was submitted* in December 1902, still 
further reduoedf its scope, the Government of India decided not to proceed 
with it. 

But the proposal was not abandoned till they had in view a more import- department 
ant project in which with slight modifications the smaller scheme has since 
been incorporated. The volume of administrative business, which was long ago 
recognized as excessive, had gone on increasing till the urgent necessity of giving 
some relief to the civil Members of the Executive Council could no longer be 
ignored. The Viceroy, on whose initiative! the question was discussed, showed 
that this relief could only be obtained by the addition of a sixth ordinary Member, 
and he urged the Government to take the opportunity to revise the faulty and 
imscientiflc distribution of public business, and to recognize “ the importance of 
providing more directly for commercial and industrial needs.” In no branch of 
work was this want of system and co-ordination more conspicuous than in com- 
mercial administration. The Finance and Commerce Department, in spite of its 
designation, dealt with only a limited portion of the numerous classes of com- 
mercial business. Indeed no single Member could undertake the whole unless 
relieved of other duties. The Finance Department’s list included the two 
general heads of “ Trade and Commerce ” and “ Statistics a fairly 
homogeneous group made up of Ports and Coast Lights, Merchant Shipping, 

Customs, Cotton Duties, and Merchandise Marks; and in addition Government 
Stores and Printing and Post Office. The Revenue Department had also a long 
list of economic subjects, such as Geology, Minerals and other economic products, 

Inventions and Designs, Emigration, and “ Internal Land Trade.” The Home 
Department dealt with the regulation of factories and explosives, and the Public 

* Desp. to Secretary o£ State, I7o. 337, d* 4th December 3902 (Part III, page dl3j» 
f Desp, from Secretary of Stat^ No* 46, d« 3rd April 1903- 

% Miimteof 4th July 1903 enclosed with Home Department Desp. to Secretary of State, Ko. 61, d* 1st October 1903 
(Part III, page 316), 
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Works Department with Telegraphs and Railway Administration. Lord Ourzon’s 
proposal was to create a Department of Commerce and Industry under the control 
of a special Member of Council, and to make over to it the whole of the subjects 
above-mentioned and a few others which have been omitted. The inclusion of 
railway administration among the functions of the new department is of special 
interest as it involved radical changes in the Department of Public Works. As 
explained in the third chapter, the proposal contemplated the transfer of much 
of the railway work to a Railway Board, and what was to be left was of a commer- 
cial rather than a technical character. To quote from Lord Ourzon’s minute 
“One of the severest and jus test criticisms against our existing system of railway 
administration has been its indifference to the commercial aspect of railway 
development. Not even the creation of a Railway Board will be a guarantee 
for reform in this respect, since technical knowledge and authority must 
always he in the ascendant upon it. At the same time there are large num- 
bers of questions of railway poHoy, connected with tariffs, freights, the classi- 
fication of goods, the movement or congestion of traffic, and the like, in which 
commercial interests are involved, and which it is desirable that Government 
should consider and decide not exclusively from the railway point of view. I 
would place them in charge of the Member for Commerce and Industry.” 
This scheme was adopted* by the Government of India and sanctioned by 
the Secretary of State, and came formally into effectt in March 1905. As part 
of the new arrangements the Director General of Statistics was replaced by a 
Director General of Commercial Intelligence, the new appointment being given 
to the then Secretary of the Bombay Chamber of Commerce, 

The policy of the Government of India in the new department and the 
measures initiated in the brief period of its existence are set forth in a separate 
narrative. It is convenient however that the present summary should carry on 
to the date of the termination of Lord Curzon’s Viceroyalty the account of the 
proceedings of the Government in the branches of administration which were 
transferred from the Finance to the Compaerce Department, and this has accord- 
ingly been done. 

Among the trade questions so transferred tariff matters form an important 
and connected series to which the rest of this chapter will he mainly devoted. 
The other branches of commercial business include a variety of miscellaneoue 
questions of u hicb an account will be found in the second part of the summary. 
It will suffice to notice here three measures which illustrate the readiness of the 
Government, whether in the ordinary course of administration, or outside it, 
to give practical effect to their declared interest in trade and industry. 

Indian Companies The first of these measuros is the passing of the Indian Companies 
Segxsters) Registers) Act (IV of 1900), the object of which was to 

encourage the investment of British capital in Indian enterprises constituted 
on a rupee basis. The Act, which follows English legislation, enables an 
Indian company to open a register of members in the United Kingdom ; and 
so places it in a better position to obtain a quotation on the London Stock 
Exchange. An nnavoidable result of the extension of a company’s operations to 
England is thatsh^^res inscribed on the London registers become liable to English 
stamp and probate dp.ty, hut this, has been neutralized by their exemption 
from the corresponding Indian duties. The Act provides for joint stock capital 
the convenience which in the case of rupee paper is offered by the ^stem of 

Home Deperiiment Besp to Secretary of State, No Cl, d. 1st October 1903 (Part III, page 316). 

Berne Departm eot Besolution No, 5S9| d, Ist |£aaU 1905 (Fait 111 page 345}. 
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enfacement. As it is impossible to legislate in India for superYision and control 
in England, it is a purely permissive measure, and only operative so far as the 
companies elect to make use of its provisions. It was introduced at the request 
of the commercial community, and is of some interest and importance as illus* 
trating the new requirements which spring from fixity of exchange. 

The second measure is the Indian Tea Cess Act. In 1902 a memorial was Tea and indigo. 
presented to the Government of India by the Indian Tea Association acting 
on behalf of a large number of companies, firms, and persons owning tea estates 
in India, who prayed that a compulsory cess of one-fourth of a pie per 
pound might be imposed on Indian tea exported by sea. The object was to 
provide funds for pushing the sale of Indian tea both in India and in other 
countries. A similar cess had been imposed in Ceylon, but in India the 
only funds available for the purpose were obtained by a voluntary levy which, 
though fairly well suppoited, yielded an insufficient sum for the successful 
prosecution of the objects in view, and was unequal in its incidence and 
difficult to collect. The Government felt some hesitation’* in applying their 
fiscal machinery for the benefit of a single section of the community. But the 
tea industry is important and its condition was at that time depressed, and they 
were reluctant to allow too much weight to academic considerations if there 
was a practically unanimous wish on the part of the tea growers to try 
the experiment. The Secretary of State adopted + the same attitude, and 
though “not prepared to agree to any similar action in respect of other 
industries until its success should have been fully established by practical 
results,’* he left the Government of India a free hand in this particular case. The 
proposal, to which 80 per cent, of the tea growers had by this time declared 
their adherence, was accordingly published for objections. As only two or three 
isolated protests wore received, and these of little weight, the Govern- 
ment determined to impose the cess for a period of five years, and the measure 
became law by Act IX of 1903. Full powers were taken to satisfy both 
the Government and the public as to the proper administration of the cess. 

The Government have also assisted the tea industry by a grant of Rs, 6,000 per 
annum for three years, in addition to Es. 10,000 promised by Local Governments, 
for the prosecution of scientific investigation and research into the methods of 
tea cultivation and manufacture. For similar researches in the case of indigo 
a grant of Rs. 60,000 a year for three years has been given by the Bengal 
Government ; and valuable assistance has been rendered in other ways, the 
account of which belongs to the record of the Government of India’s agricul- 
tural administration. 

In this connection reference may also be made to the action taken by the 
Government of India when the Home Government enhanced the Britidi import 
duty on tea by M. per lb. in 1904. This proposal elicited strong protests from 
the Indian Tea Association and other commercial bodies, and these were support- 
ed by the Government of India and forwarded to the Secretary of State. It was 
however impossible to avert the threatened impost. But when similar represent- 
ations were renewed in 1905 and some experience had been gained of the preju- 
dicial results of the enhanced duty, the Government of India were able to give 
more effective support and the additional duty was removed with effect from 
July 1905. The Government of India have also assisted the Indian tea 

♦ l>e«p. to Secretary of State, No. 140, d. 16 th May 1902 (Part III, page 361). 
f Dasp. fiom S^eietary of State, No. 111> d. 4tb July 1902. 
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industry by addressing tb .0 Ceylon Government on the subject of tb.e high 
import duty levied on Indian tea imported into Oeylon, the effect of whioli is to 
drive tlie blending trade to London ; but they have been unable to obtain any 
concession on this point. 

Commercial Mu' ffhe third of the incidents selected to illustrate the Government’s attitude 

ertta. ^Q, 55 ,ards trade is the recent Commercial Mission to Persia. The idea originated 
in the tour of Mr. Maclean the Special Commissioner deputed by the Board 
of Trade to report upon the conditions and prospects of British trade in Persia. 
His valuable report has been since published and is now in the hands of Indian 
merchants. His itinerary however did not cover Eastern and South Eastern 
Persia, these being the parts in closest trade connection with India, and it was 
therefore suggested by the Consul at Kerman that a Commission should be sent 
from India to examine the Kerman province and then proceed to Eastern 
Persia and Seistan. The proposal was sympathetically received by the Govern- 
ment of India, who undertook to meet the cost of the Mission with the exception 
of the purely personal expenditure of the delegates, and consulted the Chambers 
of Commerce with a view to working out a practicable scheme. Ultimately 
the Upper India and Bengal Chambers and the Indian Tea Association agreed 
to be represented. The Upper India Chamber in particular entered most heartily 
into the scheme and their selection of Mr. Gleadowe-Newcomen as a delegate 
(and President), and the Government’s insistence on the non-political character 
of the Mission, were the factors which most directly contributed to its eventual 
success. The Mission’s tour in Persia extended from November 1904 to May 
1906. A third report, dealing with trade in North-East Persia and written by 
Mr. Greensill, the Government Canvasser for trade over the Nushki- Seistan 
route, has also been published. 

account of these efforts to promote the extension of India’s foreign 
trade leads up to a consideration of the Government of India’s action in their 
tariff relations with foreign countries. The Indian Tariff imposes import 
duties on a low scale for purely revenue purposes, and is “entirely free from 
any trace of preference and from any protective intention.” But, as will be 
seen later, India is not absolutely precluded from a modification of her 
present system, and the fact that this is always a practical possibility invests her 
commercial policy with a special interest and importance. 

uitA miri- As regards the mainland of India the Government have aimed at a 
itBw Aaftw interchange of goods and the complete removal of customs restric- 

tions. "With this object they have in the past insisted upon reciprocity in 
their relations with maritime Native States, exempting the sea-borne trade 
of States which extend the same advantage to British Indian goods, and 
in other cases levying the ordinary duties. Lord Curzon’s Government 
reconsidered this policy in 1900, and came to the conclusion that though 
equitable in theory it hampered the coasting trade to an extent which was out of 
proportion to the gain of revenue. Moreover, it was scarcely possible to expect 
Native States whose imports far exceeded their exports to forego the customs 
taxation on which their finances largely depended. The Government accord- 
ingly proposed* to waive the condition as to reciprocity and exempt the coast- 
ing trade altogether. But the Secretary of State objected to a general 
exemption ; and the Government have recently been forced to take a step in 
the opposite direction by establishing a customs line to intercept the land-home 
trade of certain Native States in Kathiawar which had improved their harbours 


♦ Dfl^. to Socrciaiy of State, No. 278, d. 28rd August 1800 (Part III, page 363). 
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and connected them by rail with the British Indian system. Under these 
conditions there was a serious danger that trade would seek the new I’oute 
to avoid the payment of customs duties, unless the States guaranteed more 
effective customs administration in their own ports hy assenting to British 
supervision. As they declined this alternative the Government were reluc- 
tantly compelled • to enforce the other. 

The question has since been re-opened on a discussion of the political status 
of one of the Chiefs concerned and with reference to the extreme inconveni- 
ence nhich the preventive line undoubtedly causes, and the Government have 
now formulatedf a revised scheme under which the customs harrier will be 
withdrawn if the States undertake to levy customs duties and excise duties on 
cotton goods at rates not lower than those in force in British India ; to enforce 
the tests required by the Merchandise Marks Act and similar enactments; to 
prohibit tire importation of ai ms and ammunition ; to maintain accurate statistics 
of their sea-borne trade ; and to agree to periodical inspection of tbeir customs 
accounts and arrangements by a Government customs officer. 

In her dealings with foreign countries India has on several recent OounUrvaiUng 
occasions been exposed to fiscal attack. The first and most flagrant instance 
was the invasion of her home markets by bounty- fed sugar, which sought 
a new opening in India when excluded from the United States hy the counter- 
vailing duties imposed in 1897. The Government of India were already 
discussing the propriety of adopting a similar remedy when Lord Curzon 
joined them in 1899. Enquiry showed that, simultaneously with the increased 
imports from Austria and Germany which began in 1897-98, the rupee price 
of sugar had fallen, the area under cane had contracted , and the native 
refineries wore being closed in constantly increasing numbers. The connection 
of these facts with the bounty system was somewhat obscured by famine, 
but there could be little real doubt of its existence, and the Government 
determined to protect the Indian producer and manufacturer before the 
injury was too serious to be repaired. Eortunately no difficulty arose 
from the conflict between the consumer’s and the producer’s interests. 

The superior bounty-fed sugars are for the most part consumed hy the 
well-to-do classes who can easily afford to forego the adventitious advan- 
tage which the bounty system confers on them. The producers of sugar are 
the struggling agricultural community, large numbers of whom rely upon 
this valuable crop for the payment of their rents and the Government 
land and canal revenue. The refining industry is also an important 
though somewhat undeveloped branch of native enterprise which, as Lord 
Ourzon observed the Government were bound “ to stimulate and encourage 
by every means in tbeir power.” In this view they were strongly supported 
by both commercial and native opinion. They accordingly decided to legis- 
late, and by Act XIV of 1899 took power to impose countervailing duties 
up to the full amount of any State bounties upon the export of sugar. 

The intention was to countervail all bounties, direct or indirect, and 
in whatever form they were given, but after a momentary check the 
imports of bounty-fed sugar continued to increase, and it was evident that 
in some manner the object in view had been frustrated. The complete 
explanation was only supplied by the Brussels Conference of 1901, which showed 

• D^sp. to Secretary of State, No. 119, d. 21 sb May 1903. 

+ For. Dept, letter No. 4267-1. A., d, IStli October 1905. 
t Speech iu Legislative Council on 20th March 1899. 
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tkat the recognized bounties on exports were not tbe only or indeed the chief 
advantages conferred by the bounty system. It appeared that in. A.ustria 
and Germany the duties on imported sugar were far in excess of the excise on. 
sugar locally produced, and this difference or “ surtax ” had enabled their 
producers and refiners to control prices in the home markets by means of 
“ cartels ” or private trade combinations, and to dispose of their excess 
production in foreign countries at less than its prime cost, while still 
retaining a considerable profit on their aggregate transactions. The ad- 
vantage thus gained by exported sugar produced under the cartel system 
was so great as to amount, on the calculations adopted by the Brussels Con- 
ference, to an indirect bounty of Rs. 8-13-9 per owt. in the case of German 
and of Rs. 3-3-9 per cwt. in the case of Austrian sugar, these rates being more 
than double the duty which sufficed to counteract the direct export bounties. 
The menace to the Indian producer which this system involved is suffi- 
ciently indicated by the fact that in 1901-02 Austria and Germany alone 
sent to India over 141,000 tons as compared with 10,000 tons in 3 893-94, and 
36,000 tons in 1896-96, 


The interesting but complicated discussions which- followed the pro- 
ceedings of the Brussels Conference cannot be fully examined here. As is well 
known, a Convention abolishing sugar bounties* was framed, to which most 
of the bounty-giving countries adhered, India did not become a party, though 
she agreed to discontinue the levy of duties in the case of countries which ceased 
to give bounties. But the bounty system is concealed in so many disguises 
that she preferred to reserve the right of private judgment in deciding whe- 
ther any country is or is not subsidizing its sugar, instead of binding herself to 
accept the findings of an international commission whose interests and hers 
are somewhat divergent. Some difficult questions also arose as to her ootirse of 
action dux'ing the interval between the framing of the Convention and the date 
(1st September 1903) on which it was to come into effect. There was a 
serious danger that in the meantime India would be inundated by the 
enormous stocks of sugar which were sure to be pushed upon the export 
market before the bounty system expired. The Government decided 
that the countervailing duties must continue in full vigour till all the 
bounty-fed sugar had been absorbed, and afterwards be dormant but not 
entirely abrogated. Accordingly by Act VIII of 1902 they took power 
to countervail the cartel bounties till September 1903 ; by Act Xllf of 1903 
they extended the operation of these special duties so as to cover sugar pro- 
duced before September 1903 but exported later ; an,d by Act XI of 1904 they 
revived the power to impose such duties, so as to be able to deal at once with 
an^ repetition of the cartel system either in the countries where it orio'inated 
or elsewhere. The original dutief counteracting export bounties were also 
retained, and extended by Act XII of 190^ so'as clearly to cover State bounties 
on production. These are now the only duties in actual operation an4 they 
are at present applied only against countries which have not joined the 
Brussels Convention. At the same time the Government resolutely set their 
face ^mnst the tendeuoy of these defensive measures to degenerate into open 
protection. Mr Rinlay, in replying to criticisms on the Bill of 1902, took 
occasion to insist that the Government had “ never proposed or contemplated 
giving to the sugar industry of India protection against the fair and ordinary 


Of protect Jbcme industries without being laige enough t 
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competition of foreign sugar ” ; and Lord Ourzou enforced this statement of 
principle by warning* tbe Indian producers and refiners that the future of their 
industry must depend on extended cultivation and tlie substitution of modern 
methods for the crude and old-fashioned piooesses so generally adopted in this 
country. 

The bounty system lasted long enough for the Governmeut to see this 
legitimate and well-defined policy end in success. The imports of Austrian 
and German sugar, which as already stated reached 143,000 tons in 
1901-02, declined to 62,000 tons in 1902 03 and to 16,000 tons in 1903-01; 
and the yield of the countervailing duties which had reached its maximum 
(£270,000) in the first of these years fell in the last to only £17,000. But 
the Viceroy's caution was immediately justified by tbe fact that the void was 
filled up by additional imports from cane-producing rivals, more particularly 
Mauritius and Java, this new competition being again due in large part to 
the action of the United States which has driven Jav a sugar to India by the 
preference recently given to Cuba in her own markets. In 1904-03, Bussia 
and the Argentine Kepuhlio were the only countries exporting sugar known 
to he bounty-fed. But the amount was insignificant and the duties yielded 
less than £1,600. Java sent 100,000 tons and Mauritius 101,000 tons. The 
imports of Austrian and German beet sugar also showed a remarkable reviyal, 
the total exceeding 80,000 tons. It is to be remembered however that India 
is the largest individual sugar producer in the world, and the aggregate imports 
of about 347,000 tons probably represent not more than one-ninth of the 
home production. 

The next of the threatened industries was coffee. Prance^ in her fiscal Fra»e« and eofet. 
warfare yith Brazil, found it convenient to raise her duties on importid toffee 
by nearly 100 per cent. India u as incidentally but gravely affected, for one- 
third of the jiroJuce of the Indian coffee plantations finds a market in Eranoe. 

Brazil at once came to terms and secured for herself a rate even more favourable 
than that originally in force, hut the enhanced rate was retained as against 
India as a means of extorting special advantages for French products. It 
was not however actually enfoiced, as the operation of the new law was 
suspended by successive decrees till the negotiations were concluded. The 
Governmena absolutely ref usedt either to discriminate in favour of France, or 
to grant any ipaterial concessions the extension of which to other countries 
would have seriously injured the customs revenue. They proposed instead 
to levy enhanced duties on certain articles of luxury which are largely or 
exclusively of Brench origin. On this basis the negotiations were brought 
to a conclusion in 1903 by a Convention which gave the benefits of tbe mini- 
mum tariff to Indian coffee and other “ colonial produce ” in return for a reduc- 
tion of the Indian duties on copperas and vinegar, which, though applied to all 
countries alike, only costs a few thousand rupees a year. The Convention 
however only protects India against discrimination, and shortly after it was 
signed France raised the minimum duty on pepper and threatened to raise that 
on coffee. 

Similar questions were again raised in 1905 by a contemplated change in the ,,7*. 

application of the French import tariff which will have the effect of placing 
Indian silks at a disadvantage as compared with those of China and Japan. But 
in this instance the trade affected is insignificant, and, while desiring that 

♦ 813 eeh in J*effi 8 lative Coancii on 6th June 1902 

f Desp. to beexetary of State, ITo. 346, d. ISth Octob'‘r 190Q (Part III, pa^ 365). 
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jRussia and tea* 


New Persian 
Customs Taiiff* 


friendly representations slionld be addressed to the French GoTernment with the 
object of securing most-favoured-nation treatment for all articles of Indian origin, 
the Government of India were emphatically of opinion* that the circumstan- 
ces ■were not such as to justify retaliation. 

In the next case India was penalized for the supposed offence of the 
mother country, and in spite of the protection assuredt to her by the guarantee 
of most-favoured-nation treatment at the hands of the attacking country. 
BiUssia took exception to the exclusion of her bounty-fed sugar from the 
United Kingdom under the terms of the Brussels Convention, and retaliated in 
1903 by imposing a small surtax on Indian and Ceylon tea imported into 
Bussia across her European and Black Sea frontiers, China and Java tea being 
exempt from this impost. India had a weapon, which she proposed to use, 
in the imposition of a differential duty on Bussian petroleum, but the actual 
injury caused by the suitvx was not of immediate practical importanoet 
as long as the route Dalny and the Siberian Bail way remained open; and, 
in view of the wider issues which a tariff war was likely to riise, it was decided 
to attempt a settlement by means of diplomatic representations. A further 
representation! was addressed to the Secretary of State in May 1905, but the 
result is not yet known. 

Bussia has also struck at Indian trade in Persia by revising the Busso-Persian 
(Turkomanchai) treaty under which by a separate compact India enjoyed most- 
favoured-nation treatment on the basis of an all-round 5 per cent, ad tariff. 

The new tariff, which came into force in February 1 903, imposed a scale of specific 
duties adjusted in a manner conspicuously detrimental to Indian as compared 
with Bussian trade. While negotiations were still pending, the Government of 
India strongly represented!! that they should he fully consulted, and urged that 
an expert should be sent to Tehran to discuss the details of the tariff on the spot. 
But the efforts of British diplomacy were only partially successful, and the 
utmost that could be obtained was a special Anglo-Persian jSgreement by which 
India became entitled to most-favoured-nation treatment under a tariff purport- 
ing to he identical with that applied to Russian goods. Some question*|[ has 
been raised as to whether the two agreements really are identical in all 
respects. In any case, whatever he the nominal equality, the new tariff 
as already stated is actively differential in its practical result. This was 
clearly shov^n when the Government, having undertaken** to compensate 
Indian traders for its introduction without notice, found that on consignments 
valued at less than Bs. 1-| lakhs the difference between the • new duties and 
the old amounted to close on Bs. 53,000. This unusual concession was 
continued for several months after the new tariff came into force, the object 
being to prevent the capture of the Mesbed and Seistan markets by Bussian 
traders, who had laid in large stocks in anticipation of the higher duties with 
the hope of underselling Indian traders at the start and getting a firm hold 
before the latter oould recover. 

It is probable that the rates of customs duty will shortly be raised by 16 
per cent. aU round in ■view of the depreciation of the Persian silver currency, 
though the proposal has been deferred for the moment. This was a contingency 
for which provision had been made in the Anglo- Persian Convention. There is, 

* hup. to Secretary^ ot Stnte, Xo 34, d. 6th July 1905 (Part III, page 358). 
f Besp. Seeretary of State, Ko, 884, d, 17tb Dicember 1903. 
t to Sectetary of State, Iso. 122, d. 5th May 1904. 

§ X>e8p. to Secretary ..of Stat^ No. 19, d. IBth May 1905. 

I Telegram to Sicretaxy of State, No. 1665-E.A., d. 28th September 1901, 

^ Foreign Department tetter No. 1577-F. B., d. 20th April 1904. 

^ Deep, to Secretary of 3tttte» Nov 1^ d, 21st Janaaiy 1904, 
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also reason to believe tbat tlie Persian Government contemplates an enhance- 
ment of the present rates at which duty is levied on tea — a measure which has 
been shown, after discussion, to be within its treaty powers. 

The case of Japan is interesting as illustrating the considerations which in Commercial Con- 
particular cases may make retaliation impossible. India had the opportunity 
of securing most-favoured-nation treatment by adhering to the Anglo- Japanese 
Treaty of 1894, but held aloof till her grow'ing trade with Japan again brought 
the question into prominence. Negotiations were opened in 1899, hut were kept 
in abeyance owing to Japan’s reluctance to accept the usual stipulations by which 
the Indian Government reserve the right to control the movements of foreigners. 

In 1902 a firm of Indian merchants complained of the injury to trade involved 
in the heavy duty levied by Japan on Indian as compared with German salt- 
petre, and the Government brought’* the matter to the notice of the Secretary 
of State as an example of the practical inconvenience arising from the absence 
of a definite arrangement with Japan. Subsequently a similar inequality as 
between natural and synthetic indigo was noticed. Japan however urged 
that as she already received most-favonred-nation treatment at India’s hands, 
she had no inducement to make any changes in India’s favour, and asked 
for the reduction by 60 per cent, of the import duties on all her principal exports 
to India, The Government were unwillingt to follow the precedent established 
by the agreement with Prance ; indeed they could not have done so without 
serious loss of revenue, as the articles specified were also imported in large quan- 
tities from other countries to which the concession must have been extended. On 
the other hand, they couldj not afford to withdraw any of the privileges already 
enjoyed by Japan. India’s imports from that country amounted to only B.s. G’S 
lakhs as against Es. 628 lakhs of goods exported thereto, the great hulk of the 
latter being raw materials which Japan admitted duty free, but might quite 
possibly see her way to tax in the event of a tariff war. The Government were 
thus obliged to confine their action to a strong representation of the equity and 
reasonableness of their demand for reciprocity. It is satisfactory to add that, 
though at one time the negotiations appeared to have reached a dead-look, 
this argument ultimately prevailed, and a Convention was signed in 1904 
assuring most-favoured-nation treatment to Indian products and providing for 
the adhesion of such of the Native States as His Majesty’s Government may 
desire to include. It has not yet however been found possible to obtain a more 
eqrdtahle tariff classification for artificial indigo, and the Japanese imports of 
the natural product are declining in consequence. 

In other commercial negotiations India has generally been less directly other commercial 
concerned ; but the Government have found occasion to submit representa- negotiations. 
tions on isolated points affecting Indian interests. They have jealously watched 
the disposition of other countries to restrict India to the export of raw materials 
by discriminating against articles exported in the manufactured or semi- 
manufactured state. Por example, in dealing with the proposed general 
tariff of Germany, the Government took§ exception to the differential duty 
on cleaned rice which was calculated to injure the Burma rice-cleaning 
industry; and the same point was takenfl in the case of Switzerland. 

The Government have also urged, both with Switzerland and Turkey the 

• Desp. to Secretary of State, No. 27 1» d. 25th September 100^* 

f Desp. to Secretary of State, No. 843, d 5th November 1903. 

t Desp. to Secretary of State, No. 132, d. 6tb May 1904 (Part III, page 361), 

I Desp. to Secretary of State, No. 157, d. 23rd May 1901. 
j) Desp. to Secretary of State, No. 220, d. 23rd June 1904. 

^ Desp. to Secretary of State, No. 354, d, lltb December 1902. 
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TiH fairness of applying tlie same specific duty to both natural and synthetic indi- 
go, and some concessions haye been made by the former country. The Turkish 
negotiations also raised other points, such as the high incidence of the proposed 
Bioecifio duties on tea, jute, and other Indian produce, and the question of 
reform in Turkish customs* procedure and regulations. In the cases of 
Austria-Hungary t and Cuba|: the Government of India have had to protest 
against the excessive enhancement of the duties on rice. The Brazilian and 
Eoumanian Governments have also raised their import duty on rice, but some 
reduction has since been allowed by the former country in deference to re- 
presentations made on India’s behalf. All the foregoing questions are still pend- 
ing. India’s adherence to the commercial treaty with Honduras was notified 
in 1900. In the case of the commercial treaties between Great Britain and 
Italy, Portugal, Belgium, and Nicaragua, and the Trade Mark Convention 
with Guatemala, to all of which India will adhere, it is understood that nego- 
tiations have approached or actually reached a satisfactory conclusion, but 
no decision has been announced. India has also expressed her readiness to 
Join in a separate convention between the United Kingdom and Italy securing 
reciprocal treatment in respect of coasting trade, and to adhere to the new 
commercial treaty between the United Kingdom and Cuba. She has also 
been promised most- favoured-nation treatment by Bulgaria and has secured 
some important reductions in the duties levied by that country on Indian 
products. A draft has also been prepared of a revised treaty of commerce which 
it is proposed to negotiate with the Sultan of Maskat. In September 1902 § 
a treaty was signed between the British and Chinese Governments by which 
the latter Government undertakes, among other reforms, to abolish Uhin and 
other internal taxation on condition of being allowed to substitute a surtax 
in excess of the ordinary tariff rates and limited to a maximum of one and a 
half times those rates. In the course of the negotiations, which were con- 
ducted by Sir James Maokay, the Indian Government were consulted regarding 
cotton and Jute, and were able to secure some advantages in respect of these 
articles. The new treaty (which is not applicable to Thibet and Chinese Tur- 
kistan) has been ratified and is now in operation with the exception of the 
articles dealing with internal taxation on trade and with morphia, which do 
not come into effect until they have been accepted by the other Treaty Powers. 

India has been admitted by Canada to the benefit of the preferential rates 
conceded by that colony to the United Kingdom, without being called upon 
to confer reciprocal advantages. In the same way New Zealand has abolished 
her import duty on British grovTa tea. It was also suggested that India should 
be allowed the benefit of preferential arrangements in the South African colo- 
nies, but her imports from these colonies are so insignificantH ^^hat she could 
offer nothing in return, even if she were willing to depart so far from her 
present practice ; and as it appeared that the colonial law did not permit of 
India’s adhesion except on terms of reciprocity, the matter was dropped. 

It will he seen that the tariff history of the last six years supplies many 
practical lessons on the question of “ fiscal reform ” as it affects this country ; 
and when the Government of India were invited^ by the Secretary of State 
in August 1908 to state their views upon the resolution adopted by the 

• to Secretary of btatc, No. 88, d. 20th March liKtS. 

t Deep, to Secretary of State, No. 384, d. 1 7tb December 1903. 

t Deeps to Seorotary of State, No. 150, d- 12tb Maj and No. 3, d. 2iid March 1905* 

I Dosp. from Secretary of State, No. 191, d. 28th November 1002. 
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Conference of Colonial Premiers in favour of a system of preferential tariffs 
between tbe various parts of the Empire, they were able, in spite of the 
vagueness of the proposition submitted for their examination, to base their 
opinion on a foundation of unequivocal fact and concrete experience which 
are not always conspicuous in fiscal disputations- Their despatch* on the 
subject is so complete a summary of the general conditi )ns of India’s foreign 
trade, and is of such critical importance as an exposition of her future fiscal 
policy that it must he analysed at some length. The figures quoted are those 
of 1902-03 u hich were used in the despatch. 

Three-fourths of India’s total imports-f come from the British Empire, 
and of the remaining fourth a substantial part consists of articles whicb the 
British Empire either does not produce at all or is not in a favourable position 
to supply. Thus without the assistance of a discriminating tariff the British 
manufacturer has already obtained the bulk of the inward trade, and in 
the case of some of the more important articles, such as cotton goods, t be 
seems adequately secured in the possession of the market for a long time to 
come. In the case of exports^ the conditions are completely reversed. 
Three-eighths of the total exports are taken by Great Britain and her 
possessions, a great part being raw materials, the taxation of which is not 
understood to be contemplated. In the production and supply of tea aud wheat, 
which are two of the most important food-stuffs, India would still compete with 
other British possessions even if foreign countries were effectively excluded. 
She already supplies two-thirds of the English rice demand, and for coffee she 
has a profitable market abroad. Among articles of consumption tobacco alone 
admits of much expansion. 


Thus, while the British manufacturer might profit to a small extent 
hy India’s adoption of a system of preferential duties, India herself has 
little if anything to gain. On the other hand, she has far more to risk, partly 
in the possible prejudice to her fiscal independence and injury to her customs 
revenue, but mainly from the retaliatory action of foreign countries. She 
exports to them £51-| millions worth of goods but takes from them only £12|- 
millions. JBrimd facie retaliation should be a more effective weapon in their 
hands than in hers, and they will certainly he tempted to use it if she depai’ts 
from her present impartial system under which she akeady enjoys in an unusual 
degree the advantages of free exchange. “ Indian exports to a value exceeding 
£38 millions, and approximating to one-half of the entire volume of the export 
trade, are admitted free of duty into the consuming markets, while of the remain- 
der a considerable proportion is either subject to relatively moderate duties, or, as 
in the United Kingdom, to duties imposed for purely revenue purposes and 
with no attempt to differentiate against India.” It is true that these advan- 
tages are not entirely due to her present system, and might not be completely 
lost if she abandoned it. In respect of some articles, such as jute, she enjoys 
a modified monopoly, and the bulk of her exports being raw materials it is to 
the interest of her customers to obtain them at the cheapest rates, and induce 


•Bosp-toSccrebiryof State, No. 324, d. 22nd October 1903 (Part III, page 303). . 

+ In 1902.03 the last year for »Wch etatisties were aiailable when the despatch was written the figures for imports 
^ere — (1) from the United Kingdom, £35 mnUous; («) from other British possessions, £5 miUioas; (iii) from foreign 
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± Value ol impm ts from the United Kingdom in 1902-03 : £18 millions. _ i tu » -i- i. 

Sin 1902-03 the figures for exports, after adjustment for exports sent to China and Japan tlmugli other British 
|osBesrfons,wcre:-ri) to the United Kingdom. £21* milHons ; (lij to other British posseswons, £11 millions ; (m) to 
foreign countries, £51^ millions; (iv) total £84 millions. 
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her to take their manufactured goods in return. These circumstances, which 
were prominently stated in a minute by Sir Edward Law, no doubt detract 
from the practicability of effective and concerted reprisals against this country. 
But though she is strong in this respect she is exposed to a peculiar risk which 
differentiates her case from that of any other member of the Empire. India 
is a debtor country owing £16 milliuns per annum in a currency other than 
that in which her revenues are collected. Her financial stability is absolutely 
dependent on the maintenance of a suflBcient excess of exports over imports. A 
series of tariff wars with powerful countries would undoubtedly be fraught 
with grave injury to the export trade, and as the Government of India observed, 
even if the chances of success were greater than they appeared to be, the certain 
cost of the struggle and the severe penalties of defeat would be too heavy a price 
to pay. At the same time, as the records of recent commercial negotia- 
tions demonstrate, India is able to defend herself in iudividual cases; 
and though she is unwilling to adopt hostile measures except “ in the last 
resort and in circumstances which afford a strong assurance of success,” she 
does not propose to forego the powers of negotiation which she at present 
possesses. It is her policy to protect herself, under attack and in friendly 
negotiation, by keeping her hands free and avoiding any pledge which would 
compel her in advance to accord equal treatment to the imports of all countries 
alike whether they penalize her exports or not. And if retaliation were at any 
time thought necessary it could be at once undertaken by the enhancement in 
particular eases of the general import duty already in force. 

Growth of tea- That India’s present tariff relations with foreign countries are not on the 
unsatisfactory is shown clearly enough by the recent growth of her sea- 
indusiriet, boTue trade 
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... 

80,086,436 

110,318,107 

80,i31,071 
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tM 

22,676,904 

28,847,662 

1,270,658 


Both the impoits and the exports of merchandise have increased by over 
40 per cent. The first of the years selected for comparison followed one of 
famine. The two years following 1898-99 were also famine years, but the next 
four were a period of recovery and finally of prosperity. This accounts in some 
degree for what is in any case a remarkable development. No previous year or 
quinquennium has ever added so largely to the aggregate value of the imports 
as the year 1904-06 and the five-year period 1900-01 to 1904-06. The only real 
check is that interposed by the increasingly effective competition of local 
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manufactures and produce^ as in the case of cotton goods, petroleum, and coal. 
The first still maintain their place as the principal article of import and 
indeed account for more than one-third of the imported merchandise. If 
yarns and textile fabrics of all kinds be included the proportion is not far 
short of one-half. But the imports of yarn have fallen in the last six years 
from 45 J to million lbs. and those of piece goods have only increased from 
2,069 to 2,288 million yards. The growing demand has thxis been met in large 
part from the increased production in India, yarn having advanced by 53 
million pounds and piece goods by 180 million yards. In using these figures for 
the calculation of the local consumption it is necessary however to take account 
of the expanding export ti'ade in Indian cottons. Similarly the imports of mineral 
oil show only a slight increase (from 82 to 83^ million gallons), but the outturn 
in. Burma and Assam, standing at 4 million gallons in 1890, grew to 19 millions 
in 1898 and 118 millions in 1904, practically the whole being consumed in 
India. The Indian coal mines produced nearly SJ million tons in 1901 as 
against 4^ millions in 1898 and 2 millions in 1880. 

The other imports also illustrate the growth of purchasing power and 
industrial activity. From this point of view the figures for the metal 
group are significant. Imports of iron and steel advanced from £2,223,000 to 
£4,084,000 ; of copper from £747,000 to £1,406,000 ; of hardware and cutlery 
from £953,000 to £1,686,000 ; and of machinery and mill work from £2,037,000 
to £2,685,000. Similarly the imports of “ apparel ” increased by nearly two- 
thirds and of silk manufactures by over one-third, and the imports of woollen 
goods were more than doubled. 

The most important expoi*ts are raw materials. Here the figures indicate 
a complete recovery from agricultural depression. The rice exports of 1904-05 
(£13 millions) have never been exceeded in value or quantity, and were nearly 
£2J millions above the figure for 1898-89. The wheat exports (£12 millions), 
after a long period of retarded growth, have attained a record quantity and 
exceed those of 1898-99 by nearly £5^ millions in value. Seeds and other 
food grains have advanced by about £3 millions. In 1902-03 the exports of 
raw cotton exceeded those of 1898-99 by £2^ millions ; in the next year, 
owing to a short crop and speculative operations in America, the value 
went up with a hound by £6^ millions more. This was followed in 1904-05 
by a superabundant crop in America and a consequent fall of £4-J^ mil- 
lions in the value of raw cotton exported from India. Coming to pro- 
ducts raised or worked up by European capital, the exports of raw 
and manufactured jute have increased by more than £6 millions. Tea 
shows an advance of 64 million pounds in quantity, but owing to the fall 
in price the value is only £^ million higher than that of the much smaller 
quantity exported in 1898-99. Coffee has slightly declined in value though 
the quantity exported was the largest for fifteen years, and indigo has continued 
to lose ground in the competition with the artificial product. The value of the 
indigo exported in 1904-06 was in fact little more than one-fourth of the figure 
for 1893-99 and one-sixth of that of 1896-86. The general character and 
growth of the aggregate trade is well indicated in the shipping figures, which 
show the tonnage of vessels entei'ing from and clearing to foreign countries to 
have increased from 9 to 13| millions, the United Kingdom and British 
possessions accounting for practically two-thirds in each year. The frontier 
trade (£8^ millions*) and the coasting trade (£61 millions*) have also 
increased, by 29 per cent, in the one cas e and 17 per cent, in the other. 

♦ Imports plus exports of merchandise. 

K 
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Imports of h*ea* 
sure, and invtst»' 
meat* 


Conclusion^ 


No reference lias so far been made to tlio rcinarkalile figures for import 
of treasure. A recent calculation shoivs that since 1835 India has absorbed 
about £189 millions of gold and 1,730 million ounces of silver (the sterling 
value of which cannot bo exactly stated as the undetermined portion which 
is held in coin has a diffeient value from that lu'ld in bullion). Of this 
enormous total £39 millions of gold and 303 million ounces of silver have been 
added in the last six yeais. These figures undoubtedly point to a considerable 
accumulation of potential wealth, though it can only be a matter for regret 
that the savings of the people should be so unpvoduotively employed. There 
are some slight indications of a movement towards western methods, but 
it must be a long time before the hoarding habit can be sensibly checked. 
Since 1898-99 the savings banks deposits have increased from £0,286,000 
to £9,192,000, and the deposits in the JPresideuoy and joint stock banks from 
£11,727,000 to £22,111,000. The paidnip capital invested in joint stock 
enterprises registered in India has also increased by £4 millions, and the 
capital, reserve, and Indian deposits of the Exchange Banks by £14 millions. 
A longer retrospect would reveal more striking results, for the tendency is of 
comparatively recent growths 

It would be possible to give other examples of growing activity, and on the 
other hand to exaggerate their immediate impoitance. The progress of industry 
has been hampered by Various disabilities, and it is the belief that these are rapidly 
being overcome, even more than the attained statistical results, which justifies a 
hopeful outlook on the future. Economically India is a backward country, 
and the Government are compelled to assume obligations which are elsewhere 
imposed on private enterprise. It has been the aim of recent administration to 
fulfil these primary obligations more effectively : to attract capital by means 
of a reformed currency system ; to increase the supply of industrial labour 
by education ; to extend transport facilities by railways ; and to encourage the 
improvement of raw materials by scientific agriculture. At the same time, in 
the standard of her administration and in the conditions of her industrial 
struggle, India is modem and progressive, atid must adopt the machinery and 
methods of modern commerce. Eere the responsibilities of private enter- 
prise are greater ; but there esasts a well recognized field of 'Government co- 
operation, and the changes described at the beginning of this chapter are 
designed to secure that such co-operation shall be more continuous and 
ef^oieht. 


* 
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Chapi’eu V.—Tee System of Accoenxs and Famine Insdeancb. 


The relations between finance and commerce have now been examined, chi-njes in the 
and the remainder of the summary will deal with the administrative aspects 
of recmt financial history. But before passing on to the figures for revenue 
and expenditure it will be convenient to describe certain changes in the 
methods of exhibiting them which are of more than ordinary interest. The 
object in view has been to render the accounts more intelligible to the general 
public, and to remove defects 'Hhich obscure tbe true financial position and 
policy of tbe Indian Government. 

As mentioned in an earlier chapter, the £ sterling has been brought * back ueriing'for^^rute 
into the Indian accounts but no longer as representing Rs. 10. When it was first 
removed the fiction that the rupee still retained its old value was kept up 
by the use of the symbol Rx. That symbol has at last disappeared and with it 
the exaggerated and misleading entry for “ Loss by exchange.” The rupee 
figures are now grouped in fifteens of rupees or pounds (as they actually are), 
and the small item under exchange merely represents the unimportant profit 
or loss accruing on the remittance of the pound sterling from India to England. 

This change, which was introduced by Sir Clinton Dawkins in March 1900, 
gives to the Indian accounts a reality and simplicity which were previously 
foreign to them. Every figure now represents a fact ; the Home and Indian 
accounts can he readily and accurately combined for individual heads; and the 
famiKar thousands and millions replace the lakhs and croros which are a special 
difiiculty to the English reader. The same change has been introduoedf with 
effect from 1898-99 in the revenue and expenditure tables of the Financial 
and Commercial Statistics and in certain other publications. 

The establishment of a fixed ratio between the sovereign and the rupee has (ii) TJse of fixed 
also immensely simplified the work of accounting and calculation in jQ^ny*^^^^^"^******”^*' 
directions. The fixed rate of Is. M,. can now be always assumed for budget 
purposes as that at which the remittances of the coming year will be effected. 

It has been aoceptedt for the conversion of the transactions of Assisted Railways 
into rupees, and in the ensiling distribution of surplus profits between the Govern- 
ment of India and the companies. It is similarly used for the adjustment of 
postal and other transactions hetvreen the Home and the Indian Governments, 
and has been adopted for the calculation of exchange compensation. 


In March 1901 Sir Edward Law§ introduced a further simplification by ifiSj AUiraeuof 
splitting up the general statement in which the wkole accounts of the year are 
summarized into two distinct abstracts, one of which deals only with revenue and 
expenditure charged against revenue, the final result being the surplus or deficit 
of the year ; wJhile the other ie pnimariJiy a ways and means account, leading 
up to the closing cash balance at the end of the year. Another useful change 
effected at the same time was the collection under one head of aff the items of 
Railway and Irrigation -capital whioh are jiot charged against revenue. The 
Secretary of State.did not howejver. approve .of a.fwther (pfoposal that only the 
ndt figure for railway revenue sshould in future he shown 4n the main accounts. 

Under the existing system the gross leceipte and expenses of railways account fpr 
one-fourth of the nominal revenue and of the -nominal expenditure of 
India. Lord CurzoA s Government urged,! as Lord Dufferin’s Government had 

r'FiBMioial Statement, 1900-01,p»48grapli A And Desp.to Seeretsry of State, No.a6. 4. 18tb.*«waiy 1900 (Part III, 


+ De^fto Secretary of State, No. 828. C^ker 19CO. 

j toSectetary of State, No. 82, i. 

II State, No. 22, d. 17th J anuary 1801 (Part III, page 180). 


l^th January 1901 (Part III, 
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done before, that tTie practice of exhibiting the gross figures, which must of course 
continue to expand as new railways are opened, was “ productive of grave misap- 
prehension as to the increasing income and extravagance of the Government of 
India.” The Secretary of Slate replied* that ho could not accept “ the opinion 
that the increase of revenue and of expenditure arising from the development of 
the railways and canals is only apparent, and that the omission from the main 
accounts of nearly JB 20,000,0i)0 of revenue and expenditure will give the 
public a more clear view of the vast transactions in which the Government 
is engaged for their welfare. Nor can I accept such a change as justifiable 
in the accounts, which profess to state the total revenue and the total expen- 
diture chargeable thereon.” The Government accordingly contented them- 
selves with improvingt an existing supplementary statemontf of net revenue 
and expenditure, and clearly exhibiting in it the net figures for Railways and 
Irrigation ; and adding§ in the Finance and Revenue Accounts a new statement 
(number 63) suggested by the Secretary of State, which dis])layed the profit earn- 
ing capacity of the different railways more intelligibly than previous returns. 
Famine insurance A renewal of old discussious On the policy of famine insurance also involved 
tective ‘expLdifut^. some interesting questions of account, while raising wider issues which may bo 
conveniently examined in this chapter. The Government allot £1,000,000 a year 
to defray the cost of actual famine relief and to protect the country and insure 
the finances against this contingency in ordinary years. There has at times been 
some appearance of laxity in applying the allotment, which was originally raised 
by special taxation. But in 1900 the Government reverted [j to the older and 
more correct practice of charging against the famine grant only such Railways 
and Irrigation works as were really protective and non-productive. They dis- 
carded the idea that the programme of such works was approaching exhaustion, 
and through the recommendations of their Famine and Irrigation Commissions 
were able to show that there was a much wider outlook for protective irrigation 
than had previously been recognized. They also suggested^ other classes of ex- 
penditure to which the Famine grant could be legitimately devoted, and in 1904 
obtained** the Secretary of State’s sanction to the discontinuance of the practice 
of reducing the grant hy the amount of the net loss on the Bengal-Nagpur and 
Indian Midland Railways. By these changes the administration of the famine 
allotment was placed on a defensible footing so far as relates to the portion ex- 
pended on measures of protection. 

(ii) Avoidance of But this portion is limited in normal years to £600,000. The remaining half 
prel'ent^^m. ^^Buillion, wMoh is exhibited in the accounts as expenditure on the " reduction or 
avoidance of debt,” goes into the cash balances like the ordinary surplus, and 
like it is devoted to capital expenditure on productive works. The history 
of this part of the famine grant has been a record of constant misconception 
and dissatisfaction, which minor changes in the accounts have altogether failed 
to remove. In 1901 the question was re-opened in a minuteff of the Viceroy 
and examined with reference to the obligations of the Government to the public 
and the practical requirements of famine finance. The two main objects of 
the insurance scheme axe to secure that over a series of years the cost of 

• Desp. from Secretary of State, No- 46, d- 8th March 1901. 
t Desp. to Secretaiy of State, No. 90, d. 20th March 1902. 

J Statement E appended to the annual Financial Statement, 

$ Besp. to Secretaiy of State, No. 11, d. 23rd January 1902. 

I) Deapatoh to Secretary of State No. 309, d. 31st August 1899 (Part IIT, page 185), 
f Depp to Secietary of State, No. 232, d. 11th July 1901 (Part III, page 188), 

** Desp. to Secretary of State, No. 193, d. 9th June 1904. 

tt fflinnte. d. 29tli January 1901, euolosed with Desp. to Secretary of State, No. 232, d. 11th July 1901 (Part 
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famine shall he met from revenue, and to facilitate the provision of funds in 
years of actual famine. The second object more immediately concerns the 
Government; the first affects the public. In compelling them to bear the 
buidens of the present the Government incur the obligation to render a strict 
account, and show that they are not also anticipating the burdens of a future 
generation, or misapplying the sums raised for famine purposes to ordinary 
current needs. 

This is precisely the point upon which it has never been found possible 
to satisfy the public mind. The difiaeulty can be best explained by comparing 
the present* procedure with that which would govern the administration of a 
real fund, as for example an investment in consols. The present constructive 
reserve is treated as increased whether the full famine allotment is made or 
not ; a fund could only be increased by money being really found and set aside 
for the purchase of securities. The pi'esent reserve is treated as reduced in 
amount by all sums applied to actual famine relief ; a fund would only he 
reduced in so far as expenditure on famine relief was met by the actual sale 
of securities instead of from current surplus or economy in expenditure. The 
present system treats sums applied to the extinction of debt as reducing the 
reserve ; under the funding system such sums would have been utilized to 
increase it. One of the first points which the Government bad to consider 
when profoung to establish a fund was tiie limit at which further accumula- 
tion should cease ; the accounts of the present system make it impracticable 
for the taxpayer to raise this point effectively. The funding system would show 
at once if the fund were being applied to other than famine purposes; it is 
impossible to follow the application of a “ reserve of credit.’* In short from 
the public point of view, the w'hole system is unintelligible and unsatisfactory. 

It remains to be seen whether the second purpose of the scheme — the pro- 
vision of an effective insurance — is fulfilled. If the famine surpluses reserved 
ill non-famine years do not operate to retard the growth of debt the scheme 
can only affect the borrowing power of the Government by increasing the 
assets held against the debt, the rate of increase being half a million a year. 
No one seriously contends that so small a difference in what is duly one element 
in the Government of India’s financial standing can influence the rate at 
which their loans are raised. It is therefore necessary to fall back upon the 
hypothesis of avoidance of debt, and the whole defence of the present system, 
considered as one of insurance, rests upon the three propositions : that debt is 
avoided; that credit is thereby impi oved ; and that the Government are thus 
enabled to borrow freely in famine years. Each of these propositions seems 
open to question, and every questionable claim advanced on behalf of the 
scheme increases the distrust to which the obscurity of the accounts inde* 
pendently gives rise. 

Whatever may hare been the practice in the past, the present tendency in 
railway finance is to increase the annual borrowings up to the point at which the 
limit of reasonable caution is approached. So far as this is the ease, the claim that 
debt is constructively reduced by the operation of the famine insurance scheme 
cannot he sustained at all. Indeed if the effect of the existing policy is to im- 
prove the Government’s credit as is as sorted, and the Government are borrowing 
as much as they safely can, the growth of debt must be accelerated rather than 
retarded. This possibility illust rates the praetical importance of a defec t 

# Vide the “ pro formd account ” on page 53 of the Financial Statement for 1904-5* Th© publication .of this 
statement has now been 4i®con,tiiit}.ed* 


o 
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‘"brouglil out in tlie VioOroy’s minute. The insurance if any vrliich. the scheme 
provides is not specifically a famine insurance but an insurance oE a general 
character which may, unknowingly, be utilized for general purposes. Assuming 
however that there is a real avoidance of debt, the doubt again arises whether 
the popular estimate of the Government o£ India’s financial stability can be 
affected by the fact that the public debt, which stood at £110 millions 
when the scheme was introduced twenty-eight years ago, has increased to 
£221 millions instead of to £233 millions. There is mote to bo said for 
the view that the extra half million might strain the capacity of the marhet 
for Indian investments in particular years. But if the normal margin is 
really so narrow the fact seems to condemn a policy which concentrates all the 
borrowing for famine purposes into the years of actual famine, instead of 
spreading it over the intervening years of prosperity. Even so, it should 
he possible to claim for the famine insurance scheme that, however small the 
amounts involved, it satisfies the investing public iu a general way that a bor- 
rowing country which is specially exposed to agricultural disaster is pursuing a 
cautious financial policy. But this advantage cannot be looked for as long as - 
the puhlio do not understand the scheme or believe in it. 

Einally, whether debt is avoided or not and whether credit is improved 
or not, it is a matter of actual experience that in the absence of a reserve of 
saleable securities the fluanciug of a famine is a matter of extreme difficulty. 

To keep the famine borrowings within safe limits administrative expenditure 
Tias to be ruthlessly cut down, and the whole administrative machinery is 
thrown out of gear both then and for some time afterwards. As the Viceroy 
observed 

" I fail to see, w'hen the recent famine broke out, bow all the enormous sums that have 
been devoted to Ibe reduStion or avoidance of debt since 1881 to the present day £uriii‘>bed us 
with an insurance against the visitation. On tbe contrary, onr surplus disappeared in the 
twinkling of an eye, and vre had to cut down our Public Werks programme, to stifle admin- 
istrative reform all round, to raise large loans both in India and at borne, and as regards tbe 
Indian loans to enter tbe market when the conditions were as unfavourable to us as they could 
possibly be. "Why, therefore, should there be anything heterodox or improper in proposing that 
the unexpended balances of non-famiUe years sbonld be invested in stock and allowed to 
accumulate, so as to constitute a genuine Famine Insurance Fund? I gi-ant that it might 
not, in all piohability, be the most strictly economical method of utilising the money. On 
the other hand, when a famine did befall — and my belief is that they will recur with increas- 
ing frequency — we should possess the inestimable advantage of a large leserve fund which 
could at once he employed to meet it, independently of taxation or loans or the state of the 
market j and we should, I believe, awake in the public mind a confidence in our integrity that 
no financial measme of the Government of India during the last quarter of a century has 
aroused.*’ 


(ui) Proposed in> The Government of India supported the Viceroy’s views and reoommend- 

the funding system to the Secretary of State, and with it a corresponding' 
change in the accounts, the effect of which would be to exhibit all famine ex- 
penditure in excess of the year’s grant as expenditure from capital instead of as 
expenditure froin revenue. The Secretary of State, replying! in 1902, traversed 
the contention that the formation of a fund had been intended' by the origina- 
tors of the soTieme, ^nd mJiintained the view that the present system involves a 
''Searavoidance of debt. He pointed out that the annual investment could not be 
ejected wifhdnt either retarding the construction of public wo rks or increasing 

*D«p.toS*(»^ — 

of State, »o. 4, d. lOth Jaaaary im 
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tlie sterling borrowings, and while admitting “a certain force in the argument 
in favour of raising debt in anticipation of the emergency for which the money- 
may be required ” he failed to see any advantage in such a procedure so long 
as the system of annual loans for public works is continued. The famine fund 
was therefore disallowed. He suggested an alternative method of accounting 
which however the Government of India did not adopt, being unwilling to 
“ revive public controversy by making small changes which would not touch 
the root of the matter,” and also suggested the form of famine insurance account 
which has been noticed in an earlier paragraph. 

The Government of India did not accept this decision as final, and re-sub- 
mitted* * * § their proposal with further explanations. They admitted the objections 
to any increase in sterling borrowing, but urged that the additional half million 
could be obtained in India. They also showed that there would be no difficulty 
in effecting the remittances for the Famine Fund investment. The Secretary 
of State did not, however, concedef the correctness or relevance of the first of 
these arguments The Government of India then made$ a third and equally 
unsuccessful effort. In his reply § the Secretary of State indicated the financial 
measures required in his opinion to provide for famine expenditure : first, the 
extinction of existing floating debt ; second, the maintenances of high balances 
in India and England ; and third, the financing of actual famine, at any rate in 
part, by temporary loans which should be subsequently converted into permanent 
debt so far as they could not be repaid from revenue surpluses. The Secretary 
of State also negatived a request that the correspondence might be published. 

It mav he of interest to add that fiom the introduction of the famine (w) !’»•«««# 

„ , . , . , qffimtM account. 

insurance scheme iu 1878-79 till 1896-97 there was no serious famine, though 
not a year has passed without some trifling expenditure on relief opera tionp. 

In Lord Elgin’s Viceroyalty the direct expenditure on famine relief (incurred 
chiefly in 1896-97 and 1897-98) rose to close on £5,000,000, and indirect charges 
and loss of revenue brought this figure up to £10,600,000. In Lord Curzon*8 
Viceroyalty there have again been two years of severe famine (1899-00 and 
1900-01), and the expenditure in the two following years was somewhat heavy. 

Altogether the direct charges in this period|l amounted to £7,000,000 and the 
further loss due to famine to over £4,000,000. The account of the famine 
grant debits against the sura of £28 millions provided by famine taxation in 
twenty-eight years is £16,580,021 expended on famine relief and protection from 
current grants, £7,737,040 expended in excess of current grants in the four 
years of severe famine, and £1,610,612 applied to the extinction of debt, the 
remainder (£3,163,327) being exhibited as the balance at credit. 

• Desp. to Secretary of State, No. 18S, d. 3rd July 1902 (Fait III, page 201) . 

+ Deep, from Secretary of State, No. 30, d. 18th February 1908. 

1 Deep, to Secretary of State, No. 147, d. 28th May 1903 (Part III, page 205). 

§ Deep, from Secretary of State, No. 78, d. 29th April 1904, 

II April 1899 to Mufeh 1906. 
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Chapter VL— Rbtenijb, Expenditure and Taxation. 


QeneraZ elarae- period of Lord CuTzon’s ViceroTalfcv, thougli it was inaugur.ited by 

ter of the period* ^ . 

tte agricultural misfortunes wMcli caused the enorirous famiuo outlay mention- 
ed in tbe last chapter, has been distinguished by a constant expansion of reTonne 
and a succession of large surpluses. It Trill be shoTrn in the folloTving pages 
'that this improyed financial situation has i ot been secured by the inherent 
severity and rigidity of the fiscal system or a uant of sympathy in administer- 
ing it. 

Arrangement of jn this context the general question of net versus gross figures, which 

"figures* . 

was raised in the particular case of railway accounts, assumes a special 

importance. “ Modern finance has accepted as correct the policy of bringing 
all sums received and expended into account, so that the budget shall reveal 
any defective operations carried on.” But for other purposes, and especially in 
the case of India, practical critics as well as tht'orotioal writers have advocated 
the use of net figures, and this method will he adopted in tbe following analysis. 
It must be pointed out however that it withdraws from sight some impoi tant 
•administrative expenditure such as the charges of district administration which 
are treated as a set off to the Land Revenue, and eliminates altogether any items 
which appear on both sides of the gross accounts. Some reclassification 
is also desirable if the figures are to be intelligibly presented. It will be 
convenient to distinguish completely between economic revenue and taxa- 
tion. The economic receipts are derived from industries or land. The former 
division is always hold to include G overament Railways, Irrigation, Post 
Office, and Telegraphs, which the Indian account system treats as expendi- 
ture heads. The receipts from the manufacture of opium for foreign consumption 
(“opium”), from the sale of bills {"exchange’’) and from the Mints will also 
come most appropriately under this head. Land Revenue and Forests and 
tributes paid by Native States constitute the " State Domain.” Taxation strictly 
so-called includes Excise, Customs, Stamps, Registration, Provincial Rates, 
Assessed Taxes {i e., Income-tax) and Salt. The first two stand by themselves 
as taxes on articles which in the main and for the hulk of the population are of 
voluntary* consumption. The rest, and especially the salt-tax, are of a more 
distinctively obligatory or universal character. Under expenditure there is 
not so much neei for rearrangement', and the grouping of the heads in the 
published accounts can be closely followed. 


I^et and gross 
revenue in 1898*99 
and 1905*06* 


The net figures exhibiting the growth of revenue and expenditure in recent 
years according to the Indian classification are given in an appendix at the 


♦ Of, Sjr Edward Law’s statement tliafc "Almost the only imported articles which I believe are consumed hy the 
poorer classes are grey cotton goods, copper, in smaller proportion silver, and in veiy small proportion petroleum 

comparison with their numbers and aggregate taxable capacity the poorer agricultuial classes contribute 

hut a trifling proportion to our levonue from customs (Financial Statement, 1903-04, page 213}« 



end ot this chapter. The follomag table shows the effect of regrouping the 
net revenue figures, and compares them with the gross receipts : — 


(Omitting 000.) 




Net Receipts 

Gross Beobipts. 

— 


1898-99. 

1905-06.^ 
(Budget ) 

Increase. 

1808-99. 

1 905-06. 
(Budget ) 

JSconomic Revenue, 


£ 

£ 

£ 

£ 

£ 

(a) Industrial Eocoipts 


i,e5? 

5,339 

3,382 

23,366 

36,067 

<(h) Bcceipts from land 

... 

10,001 

16,4U 

440 

20,162 

21,692 

Total 

•a* 

17,958 

21,780 

3,822 

43,518 

56,759 

Taxation, j 

(rt) Taxes on oonsuraption (excluding salt) „ 

6,605 

9,206 

2,601 

7,030 

9,807 

(5) Other taxes ... ... 

... 

12,518 

11,406 

--I,! 12 

13,456 

12,469 

Total 

... 

19,123 

20,612 

1,489 

20,485 

22,276 

GnAND Total 

... 

37,081 

42,392 

6,311 

64,003 

70,035 


Add receipts of spending departments ... 

3,593 

4,398 



Aggregate gross revenue 

67,696 

83,433 


It can be seen at once that though the increase of gross revenue amounts to Mapii growth of 
£16 millions (and the expenditure has kept pace) there is nothing in this fact revenue. 

to imply seTci’ity in taxation or extraragance in expenditure. The great hulk 
of both the nominal and the net increase has arisen from the growth of 
industrial revenue. The deficit on the railway system, which amounted to 
£620,000 in 18b8-99, has been converted into a surplus of £1,664,000. The 
opium revenue, the growth of which in no way affects the Indian tax-payer, 
has recovered to the extent of nearly £1^ millions. It is still, however, below 
the figure of fifteen years ago. The true return from productive Irrigation 
works continues to improve, but this head is burdened with the charges for the 
maintenance of protective works and with the capital outlay as well as the cost 
of up-keep of minor works, on which increased expenditure is now being 
incurred. It thus accounts directly for only a small addition to the aggregate net 
revenue. The operations of the Postal and Telegraph Departments have also 
expanded, but unlike the English Post Office they are not worked with an eye 
to revenue, the improvement in returns being devoted to an extension of the 
facilities offered to the public. The final result is that industrial revenue (that 
is, on the foregoing figures, the revenue from lailways and opium) has contri- 
buted 64 per cent, of the net increment, and now constitutes 12 per cent, of the 
net receipts as against 6 per cent, in 1898-99, the most important gain— that 
under Railways — being also the most assured as regards its permanence and 
the most beneficial in its results. 

Passing on to the next branch, it will be found that the improved financial slow grotefh of 
position has not been obtained by laying heavier burdens on the land. Liberal 
remissions during the famine period kept the yield of the land revenue below 
the figure of 1898-99 for several years. The gross increase of £1,162,000 
(or £609,000 net), which finally emerges in 1905-06 when the country 
had recovered from famine, is to a large extent nominal, an addition of 

• The revenue for 1906-06 includes the figures for Bei ar which was leased to the Biitish Governxaenfc in 1 902-03 
by the Nizam of Hyderabad for an annual payment of Bs. 26 lakhs (charged in the Beiar accounts). The 
trross revenue figures for Berar *re : (i) economic revenue £599,900 j (ii) taxation £309,W0s (iii) leeeipts of 
Buending departments £31,200 ; (iv) total £940,600 The net revenue figures are : (i) economic revenue 
£311^200 5 (li) taxation £298,100 ; (lii) total £609,300, To these amounts £5,000 should be added for the net gain 
from Berar Bailways adjusted in the Imperial accounts. For Berar expenditure see the footnote to the expenditure 
table. 



£655,000 being due to the hrst appearance of Berar in the Indian accounts. 
The balance amounts to only one half of the increase of the preceding five years, 
which were also disturbed by famine. The Government of India are entitled to 
expect a progressive improvement in the revenue from land with the extension 
of cultivation and the development of canal irrigation ; but there has been no 
desire to press hardly on the agriculturist community in their time of trial. On 
the contrary the present aim is to expedite recovery and maintain agricultural 
stability by a more judicious and elastic system than has commonly been adopted 
in the past. 

Of the other heads in this branch Borests show an advance of £97,000, and 
Tributes a decline of £167,000 which represents the rental paid for the 
permanent lease of Berar. 

ease Coming next to taxation, it appears that the remainder of the recent incre- 

and Tnpnf of revenue is obtained from Excise and Customs. The former accounts 
for an improvement of £1,607,000 and Customs for £1,094,000, the two items 
together contributing 49 per cent, of the whole net increment. Many factors 
enter into the growth of excise revenue, and the exact facts aire difficult to 
elucidate, but it may be asserted with some confidence that heavier taxation, 
the suppression of illicit traffic, recovery from agricultural depression, and 
growth of population, account for the increase of revenue to a far greater extent 
than any assumed development of the drinking habit. Indeed the available 
information tends strongly to negative the presumption that such a develop- 
ment can have occurred at all. The statistics relating to country liquor were 
collated and explained by the Einance Member in connection with the Budget 
debate* of March 1906. He was able to show that in the last twenty years the 
proportion of the population served by outstills had shrunk from 53 to 29 per 
cent. ; in other words an area of 132,000 miles carrying nearly one-fourth of the 
entire population had been transferred from an admittedly bad system to a 
better. In distillery areas, for which alone such information can be given, 
the average consumption per head had fallen by 18 per cent., and the incidence 
of excise taxation for these areas had meanwhile risen by 68 per cent. The 
policy consistently pursued and recently again enunciatedf in unmistakeable 
terms is that “ the growth of excise revenue is to be regarded as satisfactory 
only when it results from the substitution of licit for illicit manufacture and 
sale, and not from a general increase of consumption.” The second part of 
the summary will show how this policy has been translated into practice during 
the period under review by the constant enhancement of taxation and simul- 
taneous increase of preventive establishments ; by extraordinary measures in 
special oases, as in Burma and Assam; and finally by the general overhauling of 
the excise administration throughout India which is now to be conducted by 
the newly appointed Excise Committee. 

The rapid advance under Customs began in 1900-01 with a rise of 
£207,000, which was followed in 1901-02 by a further increase of £461,000. 
This was largely due to the receipts from the countervailing duties on sugar. 
Their practical discontinuance in 1903-04 caused a temporary check, but in 
the following year the rt turns again rose by £416,000, just passing tlie figure 
(£4,077,000) which has been taken in the current year’s budget. As shown 
in the fourth chapter the growth of imports and the manner of its distribution 
between the various heads are indicative of a material improvement which bn a 
been shared in greater or less degree by every class. 


* Fitiancidl Stafeemont for 1905-0^ page 209. 

t Letter to Local OoverEments, No. 21S5-S. R., d. 2X$t Apiil 1904* (Patt III, page 434), 
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In the last branch, Stamps and Ecgistration show a practically normal 
growth. The remaining taxes (Provincial rates, Income-tax and Salt) are the 
compulsory imposts which, if any, might be expected to press hardly upon 
the people. The cesses on land follow the land revenue, but their growth 
has been retarded by the abolition of the famine cess in the provinces in which it 
was in force. The salt and income taxes were the two selected for important 
remissions of taxation, the result being that the aggregate net revenue from 
taxation other than excise and customs shows a decline of over £1 million. 

A word may be added regarding the receipts to be set off against the 
principal expenditure heads. The improvement of over £| million includes 
£99,000 under interest, mainly due to famine loans to Native States and 
cultivators ; £358,000 in the Civil Departments ; £320,000 in the Military 
Department, largely due to recoveries from the Home Government obtained by 
India in pursuance of the recommendations of the Welby Commission • and 
£25,000 under Public Works. 

To recapitulate i in spite of unfavourable seasons, there has been an 
exceptional development of the revenue, the net increment amounting to 
£5| millions or more than 14 per cent, of the aggregate net revenue of 1898* * * § ** 99. 
But this increment has been obtained without any considerable advance in 
the Land Eevenue and in spite of large remissions of obligatory taxation. 
In round figures an additional £1^ millions has been derived from the foreio-n 
consumers of opium ; £2^ millions from railways ; and £2| millions from 
imported and exciseable articles and the export duty on rice. Apart from 
the improved opium revenue, the fluctuations of which are inde- 
pendent of Indian conditions, the result may fairly be regarded as 
testifying to the economic progress of the country. The railways are a pure 
gain both to .the Government and the people, and the course of taxation 
exhibits a distinct advance in consuming or purchasing power. 

The following are the figures for net expenditure - 


(Omitt'ng 000) 





I^ET CHAEOES. 





1898-99. 

1906-06.* 

Increase. 

Interest on debt 

Civil Administration— 



£ 

1,811 

£ 

660 

£ 

—761 

t Civil Departments 



9,336 

11,871 

2,535 

2,420 

j Public Works Department .«• 



2,672 

5,092 

§ Miscellaneous civil cbaTges ... 



3,194 

3,023 

429 

Direct famine relief 

... 

• •• 

27 

212 

186 

j) Military expenditure 
^ “Famine insurance 



16,157 

' 20,712 

4,555 



765 

788 

23 

Provineial Surplus (+) or Deficit (— •) 



978 

- 1 370 

—2,348 


Total 

• •• 

34,440 

42,488 

7,048 

Imperial surplus 

• •f 

2,641 

904 

—1,737 


• Tbe nefc expenditure of Birar included in the 1906-06 figures is : (i) Civil Departments £135,100 1 (ii) Poblic Works 
I^epHrtment £S94<D\ (lii) Misotllaiieous £7 000-, (iv) other items— £12,500 5 (v) total £2i0,000 ; and probably 
about £258,700 for additional militaiy expendituie due to the absorption of the Hyderabad Contingent in the 
regular army, a=i uell as about £14,700 ot additional expenditure in the Centxal Provinces which is spread over the 

various heads, and £ 35,000 for miscellaneous charges such as the estimated cost of pensions* 
f The principal departments are General Administration (t.e*. Heads of Provinces, becretaiiats, etc.), Courts of Law 
Jails, Police, Education and MedicaL * 

•j: Excluding Militarv Works. 

§ Chiefly pension and furlough allowances, and printing charges. Exchange is excluded, 

II Including Mllitaiy Works. 

% The charges included are thote for protective works and for avoidance of debt.^’* 

**This represents the excess or deficiency in the yield of the revenues assigned to Local Governments as com- 
pared with their pTOvincial expenditure in the years in question. A provincial surplus is ticated as remaining at the 
credit of the Local Government far expenditure in futuic years, and does not foim pait of the surplus of the country 
as declared m the Budget statement. This latter surplus is merely the Imperial surplus, the etcess of Imperial 
revenues ovtr Impexial expendituie. 


Diminished yield 
of other taxes. 


Receipts of spend* 
ing departments. 


Summary of 
revenue results. 


Wet expenditure 
in 1898~99 and 
1905-06, 
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Beiuction ofdelt Various minor items wMch need not be specially examined enter into the 
net figure for “ interest on debt ” : for exmple, interest paid on Savings Bank 
deposits and interest received from the Paper Currency investment. The final 
figure is also affected by the amount of the fluOtuating temporary debt. The 
main constituent is however the ordinary or unproductive permanent debt,, the 
interest on productive debt being charged against the railways and canals for 
the construction of which it was incurred, as explained on pages 36-37. ^ Under 
the Indian system a surplus* of current revenue over current expenditure is 
usually applied to productive purposes, the transaction being treated as equivalent 
to the transfer of an equal amount from the ordinary to the productive debt. 
This is in fact the only way in which a country like India which is continuously 
borrowing for productive purposes can extinguish its ordinary debt. To devote 
surplus revenues to the repayment of the latter while simultaneously borrowing 
an equal amount for public works would obviously produce the same net result 
hut at a sacrifice of economy and convenience. 

The following figures exhibit the operation of this process in recent 
years;— 

1st April 1899. Slsli liarch 1909. 
£ £ 





Uillions 

Millions. 

Oj dinary Debt ... 

Productive Debt ... 

... »•* 


... C 04 

... 1241 

S7i 

1634 



Total 

... 1941 

salt 


The relief to the general tax*payer, on whom falls the burden of interest on 
ihe ordinary debt, is in fact greater than the foregoing figures indicate, for the 
railways and canals represented by the transferred debt are charged, as already 
explained, with interest at fixed rates (3f and 4 per cent.) which are higher 
than the average rate at present paid on the entire debt. In addition they 
yield an appreciable surplus, and if account be taken of this in calculating 
their present value, it may be said that practically the entire liabilities are 
represented by assets. This was brought out in a published statementf by 
Sir Edward Law who estimated the net liabilities of the Government of 
India on the 31st March 1902 at £26 millions. A similar calculation showing 
the position on the 31st March 1904 puts the assets (principally railways* 
canals and cash balances) at about £348| millions, and the liabilities (Public 
Debt, Savings Banks Deposits, etc.) at £355 millions, the net liability being 
only £6 1 millions. To quote Sir Edward Law’s comment: — ‘'There are few 
States in Europe or elsewhere which can boast of such a thoroughly sound 
financial position,” 


Iteaso/isfor post* 
poning permanent 
increase ofexpendi^ 
tv/re; 


Ihougb. the revenue was steadily improving the attitude towards expenditure 
was necessarily for some years one of suspense. At the commencement of Lord 
Ourzon’s YlcerOyalty the attempt to resist the sprmd of plague by an expensive 
system of coercive regulations was in full force. The future of the currency 
question had not been placed beyond the reach of doubt. And the series of 
famines and unfavourable seasons which began in 1896-97 was only momen- 
tarily interrupted. The programme of new expenditure as well as the question 


* Cet^ain otl:ier Savings Bank balances are similarly applied The nggi-egate tiansfer from ordinaiy 

to productive debt is mieasur^ by the diffeience between total expenditure on capital aCootint iiad the amount 
borrowed in any year* 

t Paragraibs 73-79, Piuancial Statement, 1903-04* 
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of remitting taxation had to wait till the windfalls of the first years could be 
confidently treated as recurring. Moreover the additional amounts which the 
development of the revenue placed at the disposal of the Imperial Government 
were too large to he lightly dissipated. Till the completion of the exhaustive 
enquiries in which almost every department of administration was being 
overhauled it would not have been wise to place the whole of the additional 
funds at the unreserved disposal of the spending authorities. The financial 
relations of the Imperial Government with the most important of these authori- 
ties — the Local Governments — also required revision. The provincial settlement 
system, which had rendered admirable service to administrative efficiency in the 
past, had practically broken down. It had long been recognized that the 
machinery must be improved, and it was desirable that the improvement 
should be effected before the new resources were finally allocated. 

Thus the tendency was to utilize surplus funds either in capital expenditure ana, for ffiving 
or in non-recurring expenditure charged against revenue, and so keep vHaZTtTSooaf*^'. 
hand a sufficient margin of income for the reform of the police and ^rnmenu— 
other departments as soon as the methods of reform were settled. The condi- 
tions of the time were such that this could be done not only without waste 
but with positive advantage. The resources of most of the provincial Govern- 
ments had been exhausted by famine and plague, and their civil administration 
had consequently been starved, both in the Department of Public Works which 
is naturally the first to suffer from adversity, and by the postponement of urgent 
requirements in connection with district administration, education, and medical 
relief. The liberal Imperial subventions of the last few years have restored a 
more normal standard of smoothness and efficiency, and have thereby enabled 
the provinces to start fair when the final distribution of resources took place. 

The policy of making up the minimum provincial balances from Imperial funds 
instead of requiring the Local Governments to treat this as a first charge on 
their improving resources has also facilitated the process of recuperation by 
enabling the whole of the provincial revenues to be applied to administrative 
expenditure, recurring or otherwise. 

The sums thus granted to Local Governments in excess of the revenues 5y wea** «/ «»- 

1 1 0 - 1 . ••ijji subsidies, 

assigned to them under tne terms of tneir provincial settlements for the time 
being amounted in the six years of Lord Curzon’s administration which end 
with 1904-5 to £7,971,000*. A large proportion (£2,809,000) was devoted to 
making up the provincial balances which had been depleted by famine and 
plague, Bombay and the Central Provinces as the chief sufferers receiving the 
principal share. Grants aggregating £1,212,000 were similarly made with the 
object of restoring a normal scale of expenditure on requirements wMch had 
been starved in consequence of famine and plague. Under this head came 
numerous non-recurring grants for public works, and recurring grants for the 
improvement of district ministerial establishments. Compensation amounting to 
£664,000 was also paid to recoup the loss incurred by provincial revenues in 
consequence of remission of taxation. Initial grants aggregating £1,667,000 
were paid to the sixf Local Governments whose provincial assignments were 
revised in this period. Partial effect was given to various schemes of reform, 
more particularly in respect of education and irrigation, by grants amounting to 
£844,000. £677,000 was allotted for specific local objects, the most important 

• This total and the suhsequent figures on the same subject inolnde only the provinces in which the provincial settle- 
ment system was in force. Smaller grants of the same kind were also made to Baluchistan, the North-West Frontier 

ProYince,Berar, Ajmer and Coorg. , . a/. 

t Excluding the Central Proymoes which received an initial grant in 190o-06. 

Q 



60 


being the projects for tbe improvement of Calcutta and Simla in vrliicb the 
Imperial (jtovernment liave a special interest. And a small sum. (£308,000) 
"Was found for works of public utility sucb as hospitals, gardens, and libraries 
■whicb are apt to be crowded out in the competition for funds. The bulk of the 
grants throughout wore non-recurring though some were repeated from year 
to year. 

The system was one which, if indefinitely continued, would have undoubt- 
edly tended to undermine the sense of financial responsibility among the Local 
Governments, and this was recognised* by the Government of India when 
their policy in these matters was questioned by the Secretary of State in 1904. 
But by that time the system had nearly fulfilled its special purpose. The 
grants’ given in 1905-06 (£1,618,000) include only £76,000 for non-recurring 
expenditure. The remainder are all recurring, and the principal items 
(£320,000 for police reform ; £233,000 for primary education ; and £133,000 
for agricultural development) would have been allowed for in the determina- 
tion of the revised provincial assignments if the cost of these expensive 
schemes of reform had been fully worked out at the time the new settlements 
were effected, The grants for the year also include the large sum of £373,000 
transferred to Local Governments to enable them to augment the resources of 
district boards, whose efficiency in the important matters which they adminis- 
ter, particularly in respect of the supply and maintenance of local communica- 
tions, has hitherto been stunted by inadequate funds. This last measure in 
fact assists the Provincial Governments in doing for local bodies what the 
Central Government has already done for them, temporarily by the system of 
special grants, but ultimately and permanently by the revision of their settle- 
ments on terms which recognise their claim to a larger share of the aggregate 
revenues of the country. 

Sesuifani groafh The figures previously given indicate a net increase in the expenditure on 

of wwJ administration by £6,569,000 in the seven years. But the high expendi- 

ture proposed for 1906-06 has only been made possible by drawing on provin- 
cial balances, and if a correction is made on this account the true increase 
is found to be £3,22l!,000. A large part of this adffitafimis accounted for by 
the reforms for which* provision was made in 1906-00 as already desorihed. 
Adjiing the similar grants made to minor administrations in 4he same year, and 
also the recurring grants for education and district establishments first given 
in 1902-03, an increase of £1,497,000 is obtained, made up of £683,000 under 
education, £333,000 under pplice (this being only a first instalment of the new 
charges involved in police reform), £1S3,000 for agricultural development, 
£120, OCO for district establishments, and £377,000 for District Boards, An 
addition of £228,000 to the previous scale of expenditure is accounted for by ^ 
the inclusion of Berar. The remainder of the new expenditure of which no 
account has yet been given amounts to £1,496,000. It is possible that the full total 
has not yet been permanently appropriated to recurring requirements. But as 
Local Governments have throughout been actively applying their increased re- 
sources to nnmerqus miner measures ©f administrative reform, and have largely 
augmented their outlay on public works, the unaUetted surplus of provincial 
revenue cannot be large, lu any case it is at their own disposal. The whole 
appsprent increase in expenditure on civil administration amounting to about 
£3J- milli ons must in fact be regarded as of a praetieally permanent character ; 

* DeBp&tcli to Secretary oFState, No. 247dated 19th January 1905 (Part 111) page 237). 
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and to tills sliould be added more than million representing increased expen- 
diture charged against the Land Eevenue bead. 

The South African war made it impossible that military expenditure should 
remain stationary. Even in the earlier years of the period large sums were 
spent in bringing the Indian Army to a higher standard of efifioiency in respect 
of armament and organisation, and the Government had already began to provide 
the factories and other requirements which are needed to make it self-contained 
and independent of imported material and equipment. A part of the non- 
recurring expenditure involved was obtained from savings exceeding £ 2^ 
millions (exclusive of additional receipts) which accrued from the absence of 
Indian troops in South Africa and elsewhere. More recent events however have 
shown that the military needs of the Empire demand a greater outlay and 
more systematic provision than had previously been contemplated, and, as 
explained in the second part of this summary, the Government have now 
accepted a scheme of Army Eoorganisation and Kedistribution put forward 
by Lord Eltohener which commits them to a five years’ programme of 
special expenditure at the rate of *£2,167,000 a year. Ihe amount actually 
provided for this scheme in the budget of 1906-06 is no less than £3,267,000. 

Excluding the cost of military expeditions (which was £705,000 in 1898-99 and 
is expected to be £40,000 in 1905-06) the net expenditure in 1905-06 on 
Army ” and “ Military "Woiks ” exceeded that of 1898-99 by £6,219,000. 

Thus the normal expenditure has risen by about £2 millionsf exclusive of the 
special outlay on reorganization. If the latter be taken at the programme figure 
the firial result is an increase of over £4 millions, assured for the next five years 
at least. It is not likely that the completion of the reorganization scheme will 
be accompanied by any fall below the present figure, as it is expected to entail 
a permanent addition of £1,333,000 to the recurring expenditure on the 
army, and ordinary charges will meanwhile have gone on increasing. 

Against this increase however may be sot oft the fact that the expenditure 
on military or quasi-military operations has fallen to a relatively insignificant 
amount. In the five years ending with 1898-99 the sums spent on frontier ex- 
pedition aggregated £4,584,000. The corresponding figure for the succeed- 
ing seven years was £1,246,000, which represents the cost of the Mahsud 
Blockade and the Tibet Mission. 

A statement can now be made of the additional revenue which the Govern- Sesewe of map- 

, 1 . •».i, , propriafed revenue 

ment of ludia have had at their disposal and of the manner in which they have in im-6o 
utilized it. Besides the ordinary growth of revenue account must also be 
taken of the taxation which has been remitted; of the unproductive expenditure 
avoided by the reduction of the charge for the public debt ; of the small net pro- 
fit obtained from the transfer to general revenues of the revenues of Berar with 
the connected charges ; and of the amounts set free for ordinary expenditure by 
the reduction of the outlay on military expeditions. Moreover the year 1898-99 
closed with a large surplus (£2,641,000). Several causes make it unwise in India 
to appropriate the whole of the probable revenue to immediate expenditure. 

The opium revenue for example is extremely fluctuating. The net railway 
receipts, bearing only a small proportion to the aggregate turn-over, are easily 
affected by slight causes. And the finances generally are peculiarly dependent 
on agricultural conditions. It is' therefore usual to budget for a Surplus, a 

howerer atont f 259,000 on account of the ^tion of the regnipir army whi?h repreeente the old 
Hydecsbad Contmeent No real ehaige aas lavolTed as corrSepoEding receipts (which appeal on the ciril sUe) were 
simultaneously transfer rtd. 
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statable normal figure being Rs. 1 crore or £607,000. The surplm of 
1898-99 exceeded this amount by nearly £2 millions of unapjoropriated 
revenue whiolv was accordingly available for increasing the scale of expenditure. 


Allowing for all these items the comparison between 1905-C and lt98-9 
will stand, in round* figures, as follows 


Additional resources available for 
diture* 


£ millions* 


Objects on which these amounts have been 
utilized. 


£ millioas. 


(1) Growth. o£ net revenue (ex- 

cluding Berar) ••• 4‘f: 

(2) Revenue applied to remission of 

taxation .*• 

(S') Reduction of interest charge f 

(4f) Profit on Beiar (£86,000) ... i 

(5) Curtailment of expenditure on 

military expeditions . • . it 


(6) Excess of surplus of 1898-99 

above £667^000 ... % 


Total ... 11 


(1) Ircreased eo‘=!t of civil adminis- 
tiation (excluding Berar) ... 3 


£ millions. 

(^) Increase of ordinary military 
expend ture (excluding Berar) If 

(3) Normal allotment for army 
reorganisation scheme 

(4) Taxation remitted ... 2| 

Total ... 9f 

(5) Allotment in 1905-06 for 

army reorganization scheme 
in excess of the normal grant 
(RiS* df crores) 1 

(6) Excess of surplus of 1905-6 

above £067,000 ... f 



Gband total 11 


It thus appears that the Government of India have been in a position by 
the year 1905-06 to raise the standard of expenditure J by £11 millions (net) 
above the figure at which it stood in 1898-99. Of this amount nearly £2 
millions were bequeathed to the present administration in the surplus left 
by its predecessors, and the remaining £9 millions represent the growth of re- 
sources during the seven years, or as in the case of the credits taken in connec- 
tion with debt and military operations, an economy or avoidance of unproductive 
expenditure. Out of the whole increment £3 millions has been devoted to the 
improvement of the civil administration ; the army has obtained £4 millions ; 
and the taxpayer £2f millions. There remains a reserve§ of actual revenue not 
finally appropriated amounting to £lf- millions, part of which is at present held 
in surplus and part granted temporarily for non-recurring military expenditure- 
The Government have simultaneously established an invaluable reserve of 
taxation by the reduction of the salt tax from Ks. 2^ to Es. per 
maund at a cost of about £2 J millions. There are it is true some impending 
demands upon the present margin : for example, the full recurring expendi- 
ture on police reform is still far from having been attained. But to meet 
such charges there is also the reasonable expectation of continued growth of 
revenue. 


p,^a; ex]jenaiturem2,975, (2; 3,694, (3)2,167,(4)2,769, ( 0 ) 1,100,(6)287, total 10,942.'^' 

1905^06 oetween the sums entered under this head in the accounts of 1898-99 and in the estimates of 


ThB exMt fiRnxeB ia tlionsaads o£ £ are s— Bevenue (1) 4,697, (2) 2,7£ 

0,942 5 expegcUtara m ‘2,^75, (2) 3,694, (3) 2,167, (4) 2,769, (5) 1,100, (6) 237, total' 1<),948. 

' % e.. the dlUeresiGe hetweeTi the Rnms nni? tViia -in Anr: 




X other than ezl^enditure on debt and military operations. 
St Items (5) and on the expenditure side of the table. 
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This sustained j-routli of reyeune is a factor for which sufficiout allowan'oe su> pluses , 

has scarcely hoon made in the last few years. The realized surplus has qqjj. 
slanily exceeded the budget estimate by very largo amounts, and the Govern- 
ment of India have recently liad to 0311 * the attention of Local Governments 
to the importance of systematically correcting their forecasts by reference to 
recent experience. The figures arc tabulated below : — 


of 




ActniK 

Budget. 



£ 

£ 

isnn-00 

• # • 

2,774,623 

2,621,800 

lOOO-O] 

i « « 

1,670,204 

160,300 

3901-03 


4,950,213 

690,900 

100-2-08 

» • « 

3,069,549 

837,700 

1903-04 

« • • 

2,996,400 

948,700 

1904-1),") 

• ft « 

3,485,500t 

918,700 

1905-06 


... ... 

903,800 

explanation is that such an 

experience is somethin 

g new or at least 


for 

remitting taxation 


forgotten in Indian finance. The seven years beginning with 18C8-99 (the 
commencement of the period coincides with the successful issue of the currency 
policy) have been years of recurring surpluses, the whole aggregating £21 
millions. In the previous twenty years eleven were years of surplus and nine 
of deficit, and the net surplus for the whole twenty years was only £2 millions. 

Since 1897-98, the last year of the twenty yeais’ period, the gross revenue has 
increased by £19 millions. In the previous twenty years it increased by only 
£4i millions more. It is true that the liability to famine remains, and an un- 
broken peace has not lightened the heavy burden of preparation for war. But 
in other respects the year 1898-99 clearly marks a turning point. 

Those large surpluses naturally brought the claims of the taxpayer Grounds 
into prominence, It was reasonably urged that the appearance of a wide 
margin between revenue and ordinary expenditure implies heavier taxation 
than the normal growth of expenditure requires, and that its existence 
is itself a temptation to extravagance j and also that it is incorrect in 
principle to devote large sums of revenue to reproductive ca])ilal expenditure. 
Moreover, as already pointed out, the reduction of taxation wlnm revenue is 
in excess provides a margin within which it can he again increased in a 
future emergency. Thus, on every ground, the Goveruinent of India were 
prepared eventually to concede the demand for a remission of taxation, but 
as already explained several years elapsed before the financial position was 
suflficiently assured for this step to be actually taken. When the famine of 
the first two years was at last passing away, the first object of the Government 
of India, in which they were supported by the practically unanimous advice of 
Local Governments, was to distribute their bounty in the most direct manner 
possible to the suffering classes and interests whicL were most urgently in need 
of it, and their second to “ restore the provincial administrations to the normal 
level of capacity and outturn.”|: With these objects they remitted £1| millions 
of famine arrears of Land Revenue in 1902-03. At the sime time they reduced 
the patwari rate in Ajmere at a cost of about £1,000 a year and abolished the 
Pandbri tax in the Central Provinces. The latter was a supplementary income- 
tax on incomes below Rs. 600 which raised the insignificant revenue of Rs. 

70,000 a year from no less than 21,000 assessees. Meatawhile the Government 

* Uotters to Local Governments, Noe. 7013.20-A., d. lOth November 1904. 

I Lola CnSfepeeob in the Legislative Coancil on 26th Ms.ch 1902. 
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and taxes 
remitted^ 


Financial 
of remission 
taxation* 


Incidence 

taxation* 


wei’e preparing to give permanent relief, and on a larger scale. After consi- 
dering and rejecting a number of suggestions such as the abolition of the 
export duty on rice, the reduction of local rates, and the exemption of Gov- 
ernment securities from, income-tax they submitted’* the following recom- 
mendations to the Secretary of State in October 1002 ; — 

“ We desire, as far as possible, to include all the principal sections of the cornmnnity, 
namely, the great mass of the poor, the middle and lower middle classes, and the aiistoeraey 
as lepresentod by the Native States. The specific proposals to which we now ask Vour Lord- 
ship’s approval are designed to embrace these Ihicecla'^ses, They are, fiiNt, a reduction in the 
.salt duty by 8 annas a maund j second, the raising of the limit of e'vemption from the income- 
tax to incomes of Rs. 1,000 per annum ; and, thiid, the remiss'on for tbice years of interest on 
loans raised by Native States for the relief of famine iu 1899 and subsequent years, either from 
Government diiect, or on a Governnoent guarantee.” 

?(.« After further corrcspondeiicet with the Secret.try of St ite these proposals 
were sanctioned and came into force in March and April 1903. They were 
estimated to involve a loss of £1,163,000 per annum under the salt tax and 
of £240,000 under the income-tax I. It was at first doubted whether the 
benefit of a reduced duty would filter down to the poorer consumers of 
salt, hut the remai table increase of oonsumpliou which has followed the 
remission of duty and other evidence shows unmistakably that the purpose in 
view has been substantially achieved. The change iu the income-tax limit 
was of course immediately effective. Over 32(>,000 assessees or 60 per cent, 
of the whole number were exempted, with a loss to the Government of 
only 18 per cent, of the revenue previously derived from the tax. The 
administrative relief thus obtained is a valuable if iuoidental addition to the 
political advantage involved in striking off the great bulk of the most dubious 
assessments. 


Two years later revenue had again far outstripped expenditure, and in March 
1905 the Government, besides making the special recurring grants already 
described, were able§ to give further permanent relief to the taxpayer. The 
remissions iu this instaivce took the forms of a second reduction of 8 annas in 
the salt duty, calculated to cost £1,220,000, and the abolition of the famine 
cesses levied in the United Provinces, the Punjab, the North-West Erontier 
Province and the Central Provinces, at a cost of £151,000. 


of These remissions with those _ of March 1903, involving a total estimated 
loss of £2,769,000, were the first considerable reduction of taxatio a which 
had been given for more than twenty years. In 1882-88 the salt duty was 
reduced from Es. 2^ to Es. 2 ; the general import duties levied at the rate of 
5 per cent, ad valorem were abolished ; and the patwari cess in the United Pro- 
vinces was also abolished. The immediate loss of revenue incurred appears to 
have been £1^ millions. But the constant fall of exchange and increase of 
military expenditure made it necessary to take up the old burdens and devise new 
fiscal expedients. In 1886 an income-tax of much wider sweep was substitut- 
ed for the existing license tix. The salt duty was restored to its former rate 
in 1888, and a duty of half au anna per gallon (which was doubled in 1894) was 
imposed on petroleum. In 1889 the United Provinces patwaii cess was revived, 
and in 1894 and 1896 the general import duties and the cotton duties, which 


** Despite Secretary of State, Wo. 300. d. 23rd October 1902 (rart III, p^ge 2U) ~ ^ ' 

State, No 

1 The limit of exemption was raised to Us 1,000 by Act XI of 1903 
§ Deep, to Secretary of State, No. 16, dated 12th January 1905 (Part HI, page 222), 
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had been repealed in 1578 and 1879, were re-imposed (but in the latter instance 
at a rate of per cent. only). The recent remissions do not restore the position 
established by those of 1882. The customs duties and the income-tax will no 
doubt remain permanently. But the chief defect of the income-tax has been 
removed ; the salt duty has been reduced to eight annas below the figure at 
w'hich it stood after 1882 ; and the abolition of the famine cesses is some set off 
to the le-impof-ition of the patvi^axu cess. The incidence of taxation now stands 
at Rs. 1-12 per head— a figure which is reduced to Ee. -79 if the semi-voluntary 
taxes on consumption (Customs and Excise) be excluded. In the year follow- 
ing the reductions ol Maroli 1882 the corresponding figures were Ee. '89 and 
lie. ’01. 

In otwitlistanding the recent expansion of revenue and the remission of taxa- Suggestions for 
tion some attention has been paid to the pos.sible extension of the Indian fiscal 
system. It might perhaps be an advantage if the requirements of the future 
could be met in part by a broadening of the basis of taxation. But as there is 
nothing in the immediate outlook to justify additional demands upon the tax- 
payer these speculations are of little more than academic interest. The possible 
sources of revenue suggested have been an enhanced customs duty on articles 
of luxury such as arc consumed by the prosperous middle classes; an enhanced 
duty on imported petroleum with an excise on oil of local production ; an 
enhanced duty on imported liquors; an import duty on gold bullion (which 
is now exempted), and an enhanced import duty on silver; an export duty on 
jute; an enhanced import duty and an excise on tobacco; succession duties; 
and an Imperial license tax on trades and professions, replacing the existing 
municipal taxes of that nature and supplementing the existing income-tax. 

The Imperial license tax was not approved. Succession duties were again, 
though not without reluctance, acknowledged to he impracticable for Imperial 
purposes, and it is even doubtful whether they can be successfully worked as a 
local tax as was at one time suggested* in the interests of Calcutta. The 
special taxation of tobacco is also be.-et with many difficulties. The tax on 
jute after being several times rejected was recommended* to and approved 
by the Secretary of State as a local tax to be used in the first instance for 
financing the Calcutta Improvement Scheme, with some idea of its ultimate 
appropriation to Imperial purposes. Silver appears to be recognized as a 
suitable object of increased taxation whenever additional revenue is required, 
and it has been suggested as a subsidiary advantage of an enhanced duty on 
this article of import that it would tend to discourage counterfeiting and 
to raise the value of the enormous quantities of silver ornaments held by the 
poorer classes. Petroleum too is a not impossible resource. Generally it 
seems clear that there is a valuable reserve of taxation in the present low- 
pitched customs duties, hut the exact lines w’hich any modifications should 
follow are undetermined. 

As explained in Part II of this summary it has recently been proposedf 
to increase the duty on imported spirits from Es. 6 to Es. 7 a gallon. This 
measure, however, is an incident of excise administration and has not been 
suggested with the object of raising revenue 

Allusion is made to these questions with a view to completing the account rieiesofthe Gov- 
of the financial position. They have not of course formed the subject of any 
formal announcement. But the other statistics and data which are collected in ditio^^tkepes^u. 

® Ddsp* to Socrotftry o£ StstOj No 337» d* 16tb S^ptotiibor 1904 ^Pait 1II| p0>^6 265 )p 
' ll' D6Bp« to SficrotOiry of Stat6^ No. 390> d. 23id November 1005. 
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tliis are for tlio most part public property, and their bearing on the 

condition of the pooide and the policy of the governing power will be 
interpreted with varying degrees of optimism and sympatliy. The attitude 
of the Govorumeiit of India themselves was explained in tlie speech in which the 
Viceroy wound up the JBudget debate of March 1903 : — 

Thcie is one cohfocqu^^nee that I hope may cnsuo from these measuics of financial relief. 
I hope they may give the puld.c at larye, both in India and gulside of it^ a little greater 
confidence in the position and prospect'? of this country. Year after year we have put 
forward at this table statements of figi res and facts tending irresistibly to show that there 
is a great reserve of economic vitality in India, which not even plague and famine and the 
expenditure entailed thereby have availed to subdue. We have shown steadily improving 
reveuieSj large and increasing &u! pluses, advances in all the tests tliab indicate material 
prosperity. We have even been able fr< m time to time to confer, as we did last year, very 
large and substantial boons. But there has always remained a school of thought that declined 
to be convinced 

There is enough, and far more than enough poverty. There is a great deal more than 
any one of ns can contemplate with equanimity or satisfaction. The size and growth of the 
population, the character of their livelihood, and to some extent their own traditions and 
inclinations, render this inevitaVfie. But I do not believe that the people are getting poorer. 
On the contrary, I hold that they are maldng slow hut sure advances, and that in normal con- 
ditions this progress is certain to continue.” 
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Statement of ^Revenue and Mscpenditure. 


KeTenue Heads* 

1898-99 

(Accounts). 

1905-06 

(Budget Esti- 
mates).^ 


Net Receipts. 

N ot Receipts. 

Increase ( + ) 
Decrease ( — ). 






£ 



Xiand Revonue (excluding that duo to Irrigation) .. 

... 

14,844,673 

15,354,000 

•f- 

609,427 

Opium 

... 


... 

2,230,308 

3,636,800 

+ 

1,406,492 

Salt ••• ••• 


**• ••• 

... 

5, SOS, 430 

3,626,300 

— 

1,878,190 

Stamps 


••• ••• 


3,003,217 

3,640,700 


677,483 

Excise 


■ «s ••• 

... 

3,620,613 

5,128,100 

- 1 - 

1,507,487 

Provincial Bates — 


««• 

•«» 

2,572,605 

2,735,600 


103,096 

Customs 

... 

•«« •«« 

... 

2,983,935 

4,077,600 

+ 

1,093,1^6 

Assessed Taxes 

... 

*«• ••• 

... 

1,252,145 

3,250,900 

-A 

1,246 

Forests 

r* 



576,432 ‘ 

673,600 

+ 

97,168 

Registration 


... 

••• . 

127,501 

163,800 


26,299 

Tributes t*« 


•a. ••• 

... 

579,550 

412,700 

mnm 

166,850 



T 0 TAI 4 BnVBNTTB 

... 

37,854,269 

40,689,100 

+ 

8,334,831 







Increase (4*) 

Expenditure Heads. 


Net Charges. 

Net Charges. 

Decrease (— ). 






S 



Debt Services t-. 

... 

Interest 

... 

1,313,263 

659,600 

— 

761,763 



"Post Office ... 


— 125,919 

— 64,800 

4- 

61,119 



Telegraphs 

... 

— 36,115 

125,300 

+ 

161,415 

Comxnercutl Ser^ides 

.. 

\ 

Railways 

••• 

620,165 

— 1,564,200 

— 

2,184,365 


1 

^Irrigation •• 


179,760 

— 161,900 

+ 

17,860 


< 

Military .«• 


771.493 

1,104,000 

+ 

332,507 

Other Public Works 

■5 

.Civil ... 


2,671,323 

5,092,100 

4- 

2,420,277 

Mint 

... 

Mint «•» 

••• 

23,713 

17,800 

— 

6,913 



^Ceneral Administration 

... 

1,306,782 

1,500,700 


193,918 



Conrts o£ Law ... 

•«* 

1,803,375 

2,147,100 


343,725 



Jails ••• 


480,311 

511,606 

+ 

80,689 



Police 

... 

2,496,340 

3,230,500 

+ 

734,160 



Marine 


301,715 

421,400 

4- 

ii9,e8> 

Civil Departments 


Education 

... 

911,804 

1,633,100 

+ 

721,296 



Ecclesiastical ... 

... 

113,955 

125,900 

+ 

11,945 



[ lifedioal 

«.* 

1,020,215 

986,700 

— 

33,616 



Political 

••• 

601,991 

670,100 

+ 

68.109 



l.,Soientifio and Minor Depart- 

299,325 

645.000 

+ 

845,675 



ments. 

" Superannuation 

••• 

2,445,011 

2,750,400 

+ 

306,389 



Exchange ••• 

««• 

— 28,628 

— 64,700 

f ““ 

26,078 

Miscellaneous Civil Services 

Misoellaueons ... 

••• 

— 217,984 

— 137,700 


80,284 



^Other Heads ••• 


966,728 

1,010,400 


43,672 



r Famine Belief .*• 

••• 

26,703 

211,700 

+ 

184,99^ 

limine «eM*« aad linsop^iaoe- ■ 

[ Other Heads 

••• 

764,840 

783,800 

4- 

29,460' 





15,386,016 

19,607,900 

-f- 

4,221,88‘4 









Provincial Surplus 

T?0TAX* PfXPUNDITTJBir 

... 

83,73'5,lte 
978,234 ^ 

•> ^issjeoo 

- 1.870,800 

+ 

7,420,438"* 




84,713,396 

39,785,300 

4- 

6,071,904 


IMPEEIAIi SUBPI.US 

... 

2,640,873 

903,800 

4- 

i;737,073 


s 
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Chapter VIL — Provikcial Finance. 


Origin of JProv* 
incnal Settlement 
system. 


The questions discussed in the last chapter have an intimate bearing on the 
problem of Provincial Finance. The need for some system of financial decen- 
tralization was recognised as soon as the administrative activity which followed 
the Mutiny began to stimulate the demands of the provinces upon the common 
pursOj of which the Impeiial Government then retained the absolute control ; 
and an ingenious system was devised by Lord Mayo in 1871, and elaborated by 
Lord Lytton in 1877, which for the first time “ made apparent requirements 
dependent upon known available moans.” The provinces were financed by assign- 
ments of definite proportions of the revenues which they administered, that 
is to say, of practically every important head except opium, customs and salt. 
From the revenues so assigned they were required to meet practically the 
whole of the cost of civil administration as well as definite proportions of the 
cost of tax collection. They were thus encouraged both to develope revenue 
and to economize in expenditure. 


It) mrhing. The System of Provincial Settlements for some time worked well, but it 

contained defects which were accentuated by unfavourable external conditions, 
and have become still more prominent as the financial bias which governed 
the inception of the scheme has given place to a growing recognition of the 
claims of administrative progress. The difficulties arising from the course of 
exchange necessitated repeated readjustments in lavour of Imperial revenues. 
These readjustments were made at fixed intervals — a circumstance which 
put a premium on extravagance by encouraging the provincial authorities 
to increase expenditure to the full extent of the growth of revenue, and so leave 
themselves nothing in hand for the Imperial Government to appropriate. If they 
refrained from adopting this expedient they demurred to being made to suffer for 
the sense of public duty which had restrained them. The resulting friction 
might possibly have been avoided if the revenues assigned to the Local Govern- 
ments had been less expansive, but, relying upon the periodical opportunities 
for revision, the Government of India devoted most of their attention to the 
determination of the amount, rather than the composition, of the initial assign- 
ments ; and this again was a highly controversial process. The system at last 
completely broke down when provincial resources were depleted by continuous 
famine, and certain provinces were for several years financed directly by 
the Imperial Government. It was recognized for a long time that the 
system must be reformed, but till financial stability was restored by the establish- 
ment of the gold standard it was impossible to confer upon the Local Govern- 
ments any permanent financial independence except by fixing their assignments 
on a very low scale, and authorizing them to make up the deficit by special 
provincial taxation. Such a scheme was in fact discussed, but it was open to 
serious objections, and Lord Ourzon’s Government, on whom the decision rested, 
felt compelled to abandon it. 

The neu> scheme alternative proposals were submitted* to the Secretary of State 

in 1902, and subsequently circulated for the criticism of Local Govern- 
ments, by whom they were cordially welcomed. The cardinal feature of 
lihe new scheme is that the settlements are of a permanent character, 
that is to say, no definite period is prescribed for their duration. The 
GovOTnment of course reserve the power to revise or modify the assignments 


»Desp to Secretary of State, No. 818, d 30tb October 1902 (Part III, page 231). 
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in case of necessity, but it is their intention only to do so ** when the varia- 
tions frona the initial standard of revenue in any province have, over a sub- 
stantial term of years, been so great as to result in unfairness either to the 
province itself or to other provinces or to the Government of India, or in the 
event of the Government of India being confronted with the alternatives of 
either imposing additional taxation or of seeking assistance from the provinces.” 
It is certainly not impossible that one or other of these occasions for revision 
may arise. The contingency is even a probable one. But in the present 
prospects of finance it is not likely that revision will be frequent, and in any 
event it is a considerable advantage that it should not be prearranged from the 
first. 

The Government of India proposed to determine the question of inequality 
as between any two parties by an occasional examination of the growth of the 
assigned revenues and of the share reserved as Imperial. In the past the rate 
of growth of provincial funds has been a little over 2 per cent. It is not 
intended to apply this standard as a rigid arithmetical test, but as a rough guide 
to what under normal conditions may be considered a fair rate of progress. 
The real safeguard against inequality lies in the careful determination of 
the initial assignments, especially as regards the allotment of growing re- 
venues. In fixing the amount of the assignments the usual controversies were 
avoided by the settlement of the more important points in j)ersonal consult- 
ation. Allowance was also made in a number of oases for projected 
administrative improvements and reforms. In particular the Supreme Gov- 
ernment proposed to make special provision for the additional expenditure 
involved in the recommendations of the Police, Education, and Irri- 
gation Commissions, and large sums have already been granted in pursuance of 
that undertaking. In determining the composition of the assignments, the 
Government of India did not claim for their own expenditure a greater inhe- 
rent expansiveness than they admitted in the case of the ordinary civil charges 
for which the Local Governments are responsible. They were willing 
in principle to divide the growing revenues in proportion to the existing 
scales of Imperial and provincial expenditure. In practice the proportions 
in which the shaied heads of revenue should be divided to secure this result 
were considerably modified in favour of the Local Governments, and the 
Imperial Government nltimately made assignments which on the vhole were 
not less expansive than those of previous settlements. The process of levelling 
up, which went on to some extent under the old system, was carried 
a stage further by the giant of specially favourable terms to the backward 
or distressed provinces. An improvement was also effected by the 
enlarged scope of the new settlements. The whole of the administrative 
expenditure which is treated for account purposes as representing the cost 
of collecting the land revenue was in most cases provincialized; and the 
Local Governments were given an effective interest in the increasingly 
important head of irrigation. Einally, in the two most recent settlements 
(Bombay and the Central Provinces) the Government of India have intro- 
duced an entirely new principle by guaranteeing Provincial revenues against a 
decline in the yield of the land revenue below certain named amounts. These 
provinces have also obtained a larger share of their own revenues than those 
which were first resettled, and the evident tendency is to approach more and 
more closely to an equal division of the divided heads. 
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jRixieni of its ^^0 proYinces wliicli have bean resettled under the new system are Bengal, 
.f zwAfto# ; jijadras, Bombay, the United Provinces, tbe Punjab, the Central Provinces, 

and Assam. Berar has also been brought under tbe operation of tbe scheme 
by its amalgamation vitb the Central Provinces, In the newly formed 
North-West Frontier Province and in Baluchistan the conditions were not ripe 
for a quasi -permanent settlement, and Burma also has been temporarily 
excluded as it had only recently been resettled when the revised scheme came 
into force. The settlements with Bengal and Assam already require revision in 
consequence of the constitution of the province of Eastern Bengal and Assam 
in October 1905. 


and financial re* 
sulU* 


lU advantages* 


It is difl&oult to state the exact financial results of tbe new settlements. 
Imperial expenditure is met from the receipts under wholly imperial heads 
supplemented by the Central Government’s share of the net revenues which it 
divides with the Local Governments. If the settlements of 1897 had been in force 
in 1905-08, the Government of India would have had at their disposal for 
expenditure on imperial purposes something over £1 million more than the 
sum which actually fell to their share in that year under the revised terms of 
distribution. But this statement gives an exaggerated idea of the additions to 
provincial resources which are directly attributable to the new settlement system. 
As stated in the last chapter some of the settlements of 1897 had broken down 
before revision; Bombay and the Central Provinces for example were receiving 
large grants from Imperial revenues almost every year, and without these grants 
tbe civil administration of these provinces could not have been carried on. 
Apart from this, the terms of the 1897 settlements had been definitely modified 
before revision by various adjustments. As the settlements were revised in 
different years it happened that some of the grants mentioned in tbe last chap- 
ter were made before revision and were merely repeated or allowed for in the 
new settlements. On the other band, the grants were in some cases allotted 
after revision and to that extent the statement that £1 million of Imperial 
revenue has been alienated falls short of the. facts. It has also to he noted 
that the assistance given to tbe provincial administrations was ztot confined to 
a liberal appoitionment of revenue but included also large initial grants segre- 
gating for the seven provinces more than £lf millions. These grants represent 
sums available from surplus and were given to start the Local Governments on 
their career of financial independence with a reserve to meet immediate require- 
pients for which it would have been unauitahle to make permanent recurring 
provision. 

The advantages to be gained from giving a qualified permanence to tbe 
psovipcial settleaneiMi system werei enuiiiBierated.* by the Governine^t of India 
in. the fcAknwing words : — 

“ The perio^eaV diaeussiong which atfcead the qnhwiuenisial revision, will either disappear 

for all, or at least be ooi^fined to rare occasions. No Local Government will he under 

iflAi^OSJSVcnt to expend its resources in hastp and without due forethought, in order to avoid 
their or curtailment in favour of the Impwal Exchequer. The fruits of their good 

management will he seonred to them wilh a dcsh^khle approach to permanence, instead of for 
a short term of years. And their financial independence will he as real and complete as is 
compatible with the fundamental relations subsisting between them and the Imperial Govem- 
menfr. In particular it will be possiblfe for them to guaranteet' from Provinoid revenues the 


' ' — I I .1 ^,^ 1 i r, ir, „ , „ 

• Des]^- to NjO^ 318, d a<?th Oftol^^r 1902 (P^ 1,11, page 231), 

t Effect had already Tieean given tt) this suggestion by the formnllation foi tlie Setyretary of Stated sanction of the 
terms on which it is suggested ths* gu^pia^aa &hQHld| he penipifet^ Qerjbaip difl^cultftes pointed out by the 

Secretary of State in hk reply are still under examination. [Besp, tb Secretary of Stete, Nb. 826, d, Sfch Septhinh«r 
1904 (Part III, page 241)j and despatch from Secretary of State, Ko. 172, d. 9th December 1904.] 
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frmds required for the construction of Local or Provincial light railways, which are of such 
urgent importance for the development of the country. Under the present arrangement of 
short term settlements any such guarantee would be illusory, and none are permitted, ” 

Apart from its intrinsic importance as indicated in the foregoing quotation 
tMs measure is in other respects characteristic and noteworthy. It is 
interesting, in a negative way, as involving the definite rejection of a 
very grave alternative — the delegation of taxing powers to subordinate author- 
ities. It illustrates the far-reaching if indirect effects of a sound monetary 
system. And it forms the principal contribution which the Government can 
offer on the financial side to the problem of administrative reform in whieh 
other departments are more prominently and directly engaged. 

Thus rounded off, the history of recent finance presents a scope and com- Coneiitdon, 
pleteness which are rarely attainable in Indian administration. The successful 
handling of the currency question, and the favourable conditions which made 
success possible, have offered a signal opportunity for constructive work. 

Prom this starting point there has been a measurable advance in every 
direction : in the policy of railway and irrigation finance which so directly 
affects the resources of the people; in the relations of the State to commerce 
and industry through which the same problem is attacked by another route; 
and in the domain of administrative finance where the Exchequer co-operates 
with other departments in carrying out the primary purposes of civil govern- 
ment. But the fullest chapter of Indian administration must in the main be a 
development of what has gone before ; and what is new becomes an outline for 
later chapters to fill in. In closing this summary it is fitting to repeat the 
words* in which Lord Ourzon, after reviewing the priuoipal events of the first 
term of bis Viceroyalty, took occasion to emphasize this point : ** Perhaps it 
may he found that India has emerged from this period with .... her indus- 
tries and commerce brought up to a higher state of efficiency, her adminis- 
trative machinery in better repair, her credit re-established, her currency re- 
stored, and the material prosperity of her people enhanced. We shall not 
deserve the main credit, because we have profited by the efforts of those who 
have preceded us.” 

* Speech in Legislative Coancil on the SIst March 1904* 


a? 
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Chapter I. — Introductory. 

The Members of Counoil responsible for the administration of the !Fiuance 
Department during Dord Ourzon’s Vioeroyalty were the Hon’ble Sir James 
Westland, K.O.S.I. (till the end of March 1899) ; the Hon’ble Mr. (afterwards 
Sir) Clinton Dawkins (during 1899-1900) ; the Hon’ble Sir Edward EitzGerald 
Daw, K.O.M.G., K.O.I.E. (from April 1900 to January 1905) ; and the Hon’ble 
Mr. E. N. Baker, O.S.I. (from January 1905 onwards). Mr. J. E. Finlay, O.S.I., 
officiated as Member for six months during Sir Edward Law’s absence on leave 
in 1902. The Hon’ble Mr. J. P. Hewett, O.S.I,, O.I.E., was appointed to be 
the first Member in charge of the Department of Commerce and Industry on its 
creation in March 1905. The other principal appointments connected with 
the two departments were held by the followir^ officers 

Secretary in the Finance Department — 

Mr. J. F. Finlay, O.S.I. 

„ H. H. Risley, O.S.I., C.I.E. (offg.). 

„ E. N. Baker, O.S.I. 

„ W. S. Meyer, O.I.E. 

Deputy Secretary in the Finance Department— 

Mr. W. S. Meyer, O.I.E. 

„ H. J. McIntosh. 

„ B/. A. Mant. 

„ J. B. Brunyate. 

Comptroller General — 

Mr. A. F. Cox, O.S.I. 

„ O. T. Barrow (offg.). 

Salt Commissioner, Northern India— 

Mr. B. M. Dane, O.I.E. 

„ L, W. King, O.S.I. (offg.). 

,, B. A. Gamble (offg.). 

Secretary in the Department of Commerce and Industry (from 1906}— 
Mr. W. L. Harvey, O.I.E. 

•Director-General, Post Office — 

Sir Arthur Fanshawe, K.C.I.E., C.SJE. 

Mr. H. M. Kisoh, O.S.I. (offg.). 

„ 0. Stewart-Wilson (offg.). 

•Controller of Printing, Stationery and Stamps (from 1904)— 

Mr. M. J. Cogswell. 

Director-General of Commercial Intelligence (from 1906)— 

Mr. F. Noel-Paton. 

* These t<ro appointments were transfecrel to the control of the Departmettt of ConuaeroO;. and Industry when 
the lattes was constituted in Uaxch 1905. 

IT 
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Oha:pteb, II. — Coinage. 

1. Introductory . — Tbe first part of this summary deals with the estd.hlish'- 
meut of the gold standard ; the issue of a universal oarrenoy note ; the question 
of amalgamating the Presidency Banks ; railway and irrigation finance ; various 
changes in the system of accounts, and the famine insurance policy ; the growth of 
revenue and expenditure, and the remission and readjustment of taxation; and 
provincial finance. There remain however a number of miscellaneous fimancial 
questions which must now be examined. 

2. Currency Beform in Native Stales . — The first of these is the progress of 
currency reform in Native States, which deserves a fuller notice than the brief 
allusion contained in the first part. Prior to British rule the principal Kative 
States had acquired the right of maintaining their own mints and special cur- 
rencies. So long as their mints and those of British India were open to 
the free coinage of silver the British rupee and the local currencies normally 
exchanged at a rate corresponding to the quantity of silver contained in 
each, since both circulated at approximately their intrinsic value. The 
Native States generally followed the example of the Indian Government 
and closed their mints after a longer or shorter interval, but they were 
not so resolute in refraining from further coinage. Even with mints strictly 
closed in both cases, the local currency and the British rupee did not neces- 
sarily follow the same course. The actual result was that though the curren- 
cies of Native States generally circulated at a rate above their bullion value, they 
were not so highly appreciated as the rupee, and exchange with British India fell. 
This exchange also became exceedingly unstable. In the small areas in which 
these currencies circulated any local disturbance was sufficient to cause violent 
fluctuation. In Radhanpur for example the withdrawal of local coin into 
state hoards sufficed for a time to appreciate it even more than the British 
rupee. But four months of famine largely increased the volume of the 
Radhanpur circulation by releasing the hoarded coin for expenditure on 
famine relief, and simultaneously iuoreased the imports of food stuffs from British 
India and reduced the exports, thus creating an unfavourable balance of trade 
which bad to be adjusted in British rupees. The result was that the value 
of the local coin as expressed in rupees fell by 20 per cent. No other state 
attained even this temporary success, but in other respects the example is 
typical. Rates which bad previously been fairly well maintained fell 
with a bound in tbe general famine, and the subsequent reoovery was by uo 
means complete. In some instances tbe states had further depressed ex- 
change by requiring payment of land revenue or specified taxes in British coin, 
thus limiting the field for the employment of their own currency. 

Till 1893 the Native Coinage 4.ot of 1876 had enabled Native States to 
secure the advantages of the British Indiau currency system without completely 
forfeiting the privilege of a distinctive coinage. RupWs were coined for them 
at the Government mints similar to the British rupee in weight and fineness 
and accepted, ip as ibesade#:, bui bewij® a special design which 

marked them as the coinage of a ruling c)jief, ^.s ^ matt^ of fact, only 
small statea took Advantage of, the Ott iihs closure of the mints 

it became practically Obsolete, and tfee ruling chiefs bad no course bjjt fo 
adont the Imperial currency outright or retain their own with all its increasing 
dis^vantages. When the misfortunes of the famine period had inclined them 
to the former course, it became a question what terms the Government should 
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offer. In the case of Bhopal and Kashmir the Government bad agreed to take 

over the local currency at a rate of exchange corresponding to the current 

market rate, and a large advance had been given to Bhopal to finance the 

operation. But the Government were disposed in the case of the smaller For. Dept, letter 

states to insist that if a ruling chief wished to reform his currency he should 

buy it up at the current rate and sell it as bullion — a transaction -which 

■vrould involve considerable loss. 

It was unlikely that reform would he generally attempted on these terms, 
though several of the smaller states, chiefly in Central India, have since sub- 
stituted British for native currency without actual conversion. Lord Curzon’s 
Government considered that the advantages of a unification of currency to the 
subjects of Native States were so great that the utmost possible encouragement 
should be given when once a strong movement in this direction declared itself. 

To the larger and smaller states alike they were willing to concede the benefit of For.’ Dept letter e 

any existing appreciation in the local currency. Whenever it was possible they 

advanced a sum of rupees, free of interest, with which to undertake the conver- “7#^ 

sion ; and though there was some risk of excessive coinage in agreeing to take 

up the coin in hoards at the favo-urable rate as well as the much smaller amount 

in active circulation, they have preferred to fix the maximum amount to be 

taken at a liberal sum. A specific example will make these points clearer. 

The Government gave Navanagar Ks. 100 for every 435 koris, though at the 
current rate that number of koris was worth only Rs. 92 and their bullion value 
was only Rs. 77. On the other hand, as the Government could coin about Rs. 114 
out of 486 koris, there remained in their hands after deducting expenses a 
profit of about 12 per cent which went into the Gold Reserve Bund. 

To finance the operation the Government advanced Rs. 5 lakhs. With this 
grant the state began calling in its coin, and by the time it was exhausted 
further rupees coined from the retired koris were returned from the mint, 
and thus the process went on continuously to completion. 

By these liberal but not injurious concessions a great advance has been 
made towards uniformity of currency tbroughout British India, with a corres- 
ponding gain to internal trade Baroda* (Rs. 361 lakhs) and Jodhpur (Rs. 91 
lakhs) adopted the British rupee in 1900-01, and have since been followed by 
Navanagar (Rs. 46 lakhs), Radhanpur (Rs. 9 lakhs), Kotah and Jbalawar (Rs. 

88 lakhs), Cambay (Rs. 14 lakhs), Indore (Rs 306 lakhs), Khairpur (Rs. 
lakhs), and Sirohi (Rs. 8 lakhs). The number of Native States which maintain 
their own mints has thus been reduced from 27 in 1893 to 13. Conversion opera- 
tions have also been undertaken by the Karauli State, and are now proceeding. 

The States of Dungarpur, Partabgarh, and Banswara have demonetized the 
Chitori and Salimshahi rupees which are widely current in Rajputana, but the 
attempt to buy up the local coin on the lines adopted elsewhere proved a failure, 
as only a few hundred were offered for exchange at the accepted rate. There is 
reason however to heliewe that the demonefci^ cmrreacies -will be rapidly 
absorbed by adjoining states without hardship to present holders. 

These conversion operations have raised many points of interest and some- 
times of drfificnlty. In some states several varieties of coin were circulating con- 
currently and were simultaneously recalled. Frequently the local ourrmiey had 
a large circulation in neighbouring territory and it was necessary to prevent 
its re-importation or secure the eo-epOTafion ctf Ihe adjoining states. Thus 


The nambers in brackets indicate the number of British rupees substituted for the local canency. 



the Indian Government assisted in the Baroda conversion by themselves re- 
calling Rs. crvires worth of Babasai rupees circulating in. British districts. 
The states again have sometimes seemed disposed to utilize the change of cur- 
rency as an occasion for a readjustment of their public obligations and demands. 
There has always been a strong wish to obtain a much more favourable rate 
for conversion than that actually current, but experience has shown that 
such a concession chiefly benefits speculators who buy up the coin at somewhere 
near the market rate and tender it to the state treasury at the better rate fixed 
by the Government. In one instance the coin to be recalled was circulating 
at less than its bullion value. In Baroda it was found after all other arrange- 
ment had been made that it would be necessary to add nearly £2 millions 
worth of fine silver to bring up the low touch Babasais to rupee fineness, 
and refining apparatus had to be ordered from England. There has 
frequently been some inconvenience in coining for native states while the mints 
were already fully occupied on Government work But these difficulties 
have been arranged ; and now that an effective commencement has been 
made there are additional inducements for other states to follow. They can 
incur no discredit in imitating an example set by the leading chiefs ; and are in 
danger of being inconveniently isolated if they stand out and find their coin 
returned from neighbouring states which have no further use for them after 
adopting the British rupee. 

3. Metric system . — The revision of the Imperial coinage system has also 
received much attention. This proposal to introduce the metric system may be 
noticed under this head. This suggestion, which was discussed at the instance 
of the Secretary of State, applied to weights and measures generally as well as to 
money. But one of the chief obstacles to its adoption was the fact that the 
popular unit of money — the rupee —is also the unit of weight. Throughout the 
country the most ignorant and uneducated know that they have in the rupee the 
exact weight of a tola and from it can derive the ser and maund. There might 
perhaps have been some advantage in applying the decimal system to the 
subsidiary coinage. But the effects of such a change were very questionable. 
Only a very slight alteration in value is needed to make 200 pies equal to the 
rupee, instead of 192 as at present. But the very smallness of the change is its 
principal danger. The customary wages of the poor could scarcely adjust 
themselves to so slight a difference and, if not, would in effect be lowered 
by four per cent. With all the roads marked out in miles and the revenue 
surveys in acres, and the foot a unit io universal use, it was out of the question 
to apply the system to measures of length and area. The Government of India 

i&cy.o/ accordingly preferred “to wait until the United Kingdom has decided to 

StetitSf No* IBOf Till 1* T i i9 

isa June mi’ adopt the decimal system. 

4. Copper Coinage . — Though such a change was obviously impracticable, 
it has been recognized that the existing subsidiary coinage is not entirely 
satisfactory, and the experience of other countries has shown how improvement 
can be effected. The pie piece as well as the double-pice is in little favour, 
and in some parts of India the copper coinage has been unable to displace the 
lumps of copper dumpy pice ” issued (they can scarcely be said to be 
minted) in Nepal and elsewh^, though the nse of these has been as far as 

^ posS%le discouraged by orders prohibiting their acceptance by Government 
<*. leaajid qua^-Govemment departments. There is also a curious gap in the 
narei 1S99. subsidkry eofeiaee which offers a specially favourable opportunity for experiment. 
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The sub-diviMoas of the rupee go doun to llie two-auna piece in silver, 
and from the half -anna to the pie in copper. But even the two-anna piece is 
too small for convenience, while the half-anna or douhlc-pioe (weighing one- 
third as much again as the English penny) is cumbrously large, so that there 
has been no possibility of coining an anna piece unless a new metxl was used. 

In the last half century nickel has been largely substituted for copper and 
bronze in the coinages of Europe and elsewhere. It is very hard, and 
therefore difficult to counterfeit ; for the same reason it loses little by 
w'ear and tear ; and it is also clean and cheap. It was therefore sug- 
gested that a nickel one-anna piece should be tried in India ndththe idta 
of extending the use of nickel to other coins if the experiment should jirove 
successful. Ihe proposal was referred to and favourably received by Liocal Dc^p to secy. of 
Governments, and has since b'^en approved by tbe Secretary of State and 
incorporated in tbe draft Coinage Bill. 1 here has been some oifficulty 
delay in devising a suitable design. To make the coin readily distinguishable 
from others it was proposed to perforate it. But in view of the impossibility of 
including a satisfactory effigy of His Majesty the King Emperor in the design 
of a perforated coin, and the teohnical objections to perforation, it is now 
intended instead to give the coin a scolloped in lieu of the usual circular rim. 

It is expected that the new coin will soon become widt ly current and enough 
metal is to be obtained in the first instance to coin 100 lakhs of pieces. 


Simultaneously the Government of India have taken up the question of ^ ^^9 "f 

1 . .T . ^ State, Wo. 9, d 5tk 

replacing the existing copper coinage by bronze, a harder and cleaner metal .7a»y. ms (Pa>t 
and one which is better suited for minting. This change, which it has 
been definitely determined to make, v ill apply to the pice, half-pice and pie. 

The double-pice is almost uncurrent and is no longer coined, but if it should 
ultimately be decided to introduce an improved coin of this denomination, the 
metal to be used will no doubt be nickel. It is expected that the process of 
converting the subsidiary coinage from copper to bronze will extend over fifteen 
to twenty years. 


Under this head may he mentioned the recent orders of the Government Commerce Dept. 
prohibiting the importation into British India by sea or by land of copper %th 

or bronze coin not being King’s coin. This measure does not apply to the copper Sey. i9os. 
coinage of Native States except Baroda, the coinage of which was already 
excluded under orders of 1893. The principal object is to prevent the importa- 
tion of Muscat pice and the loss which consequently falls on ignorant holders. 


6. Silver eomage . — The accession of His Majesty King Edward VII 
necessitated a change in the various coinage designs. After long consideration 
the new design for the rupee was submitted, and received His Majesty’s 
approval in April 1902, hut the matrices received from England were defective 
and the new issues did not begin till 1903. The designs of other coins were suiu^m. "ssf,' °i. 
similarly altered# hut otherwise the silver coinage has remained unchanged. ^^.thSey ms. 


6. J>rofecHon of the coinaffe.~-~Contimimg the policy of recalling old and 
worn rupees the Government in 1901 and 1902 directed the withdrawal and 
reooinage of the first and second issues of 1840. This was a measure of 
precaution, for the bulk of these coins still had some years wear in them. 

Again in August 1902 tbe Government directed, with a view to securing zetter Wo. 4sso~ 
greater vigilance in the withdrawal of light weight coins, that remitting 
oflicers should not be credited with the full nominal value of light coins 


V 
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Furas 73 - 83 o/jjioluded in tbeic remittances unbss they had detected and cut them. luvesii- 
Fm^aUmentfor- coQuected with the Withdrawal of the older issues having sho'vn that 

the maximum loss of weight which can he presumed to he due to reasonable 
wear is not more than 4 per cent, it was proposed to discontinue the practice 
of accepting at their full face value rupees which had lost as much as 6^ per 
cent in weight, hut the proposal was withdrawn in deference to objections 
raised in banking circles. The whole question is still under consideration. It 
is probable that no change will be made in the terms on which short weight 
coins have hitherto been accepted from the public or in the present legil limit 
of tolerance (2 per cent). But efforts will be made to maintaiu the currency 
at the high standard which this limit contemplates by the use of improved 
appliances for the weighment of coin in Government otfices. 


Much attention has also been paid to counterfeiting. Prom the ordinary 
crude imitation cast in a mould there is little to fexr. But it has always been 
recognized since the closing of the mints that the high appreciation of the rupee 
may create a class of expert counterfeiters using molern striking machinery. 
In the last few years special arrangements have been made to ensure the sub- 
Fesoiution No. mission to Government of the fullest information and statistics regarding coinage 
Otises, returns of counterfeit coins being subnittecl by the mints on information 
i N from Local Governments, and further particulars elicited in police and 

8^3, and 852, d. judicial proceedings being submitted directly from the provinces. The more 
^^x«^*’iVo? 4853 - effective withdrawal from circulation of coin which has been illegally dealt with 

promoted by instructions to the mints to accept at bullim valua 
consignments of soldered coin sent by railways, and by an extsnsiou of the 
power of cutting and breaking coin to all officers in charge of sub-troasurios, 
and it is now intended to give the same power to selected private firms. 
Orders were also issued for the tiansmission of statements of counterfeits 
Jbr Xep# received by railways. Ihe Native States whiihhave adopted the Br.tish 

“X. 


No. 4957- 
81st Oct. 1902. 


d. 


currency have also been requested t > co-opeiate in the maintenance of the 
For Dept. ZeW^rPiirity of the coinage by assimilating their law against counterfoiting to that 
frths^'.^ig^.’ ^ British India, and by putting into effect in their territories the rules for 
the cutting and breaking of light coin. 


Bor several years it was considered that there was no real evidence of any 
general increase in counterfeiting and specially of the adoption of improved 
methods. But a somewhat disturbing possibility w'as opened up by a report 
received at the end of 190 2 from which it appeared that some expensive English 
medal-stamping machinery had recently been imported which was suited for 
minting purposes and seemed to be probably intended for that use. The question 
of legislating to control the import and possession of such machinery was 
discussed, hut the proposal was abandoned as involving undue interference with 
legitimate trade. The utmost that is possible is to prohibit the manufacture 
aud possession of dies bearing devices resembling the device of coin, and as 
such a measure would probably be ineffective, it is not likely that the Gov- 
ernment of Lodia will proceed with it. 

At the same time the coining figures appeared to he on the increase and 
some coins were sent up about which the mint authorities could not agree 
as to whet^ they were counterfeits or genuine. As the Police Commission 
was then sttliag the opportunity was taken to have the matter fully examined 
by a body of experts, and certain selected officers were also placed on special 
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duty to collect information about coining generally and more particularly 
regarding the coinage of rupees of correct weight and fineness. The reports of 
these officers show that there is no reason to believe that the coinage of good 
rupees with modern machinery or on a large scale is practised, but coins pro- 
duced from moulds are said to have attained a considerable degree of excel- 
lence. Various measures have been suggested both for the improvement of 
detection and for increasing the mechanical difficulty of counterfeiting. Under 
the latter head comes the pioposal, since abandoned on technical grounds, to 
substitute raised lettering for milling on the rim of the coin. Probably these 
enquiries have been most fruitful in co-ordinating and stimulating detective 
effort and in mitigating apprehensions as to tho purity of the coinage which 
might otherwise have been widely entertained. 

7. Amendment of Coinage Act . — The Indirn Coinage A.ct, XXIII of 1870, 
has been twice amended in connection with the establishment of a gold standard, 
and certain further amendments liave since become desirable. The Government 
of India have therefore obtained the Secretary of State’s sanction to the mixo~ !d. 

duction of an amending and consolidating Bill. Among the changes which the 
Legislative Council has been asked to approve the follovr ing are the most im 
portant : — 

(i) Reference to the coinage of gold in India is to be omitted. 

(ii) Power will be taken to coin pieces of nickel and bronze. 

(lii) The provisions relating to counterfeit coin and coins reduced in 
weight are to he altered and improved. 


It was originally proposed to enact that the half-rupee, which is now unli- 
mited legal tender, should in future be legal tender up to Rs. 10 only, and also 
that silver coin duly called in should cease to he legal tender as between private 
persons ; but these suggestions have been negatived by the Secretary of Slate. 

8. The Mints . — When the free coinage of silver was discontinued in 1893, 
the two mints w ore tc mporarily unemployed, and the Government contracted with 
the Exchange Banks for the coinage of British dollars for Hong Kong and the 
Straits Settlen ents at the very low charge of Re. 1 per cent. Sub^-equently when 
rupee coinage recommenced there was occasionally some difficulty and incon- 
venience in executing the dollar coinage, and at one time it had to be suspended 

altogether. Accordingly in April 1903 the Government moved the Secretary 'fSf a 

of State to give notice of the termination of the agreement. They were 
willing however to enter into new agreements providing for a seigniorage 
of 2 per cent., and leaving them absolute discretion to suspend the 
coinage of dollars temporarily when the mints were otherwise fully employed. 

No new agreements have yet been concluded, hut the Mint Masters are ^ ^ 

permitted to accept tenders if the tenderers agree to he hound by certain A d» 2nd Aug* 
rules in w hich these conditions have been embodied. About the same time the 
Government agreed to undertake the coinage of special dollars for the 
administration of the Straits Settlements in connection with the establishment 
of a gold currency in that colony. The terms arranged were similar to those of state, ho. S7.ie- 
offered to the Banks except that the rate of seigniorage is per cent, and the fgosf’ 
Government agreed to give priority to the requirements of the colony. 

In 1902 the Government considered a proposal to replace the existing mints 
at Calcutta and Bombay by one large mint at or near Bombay. The Chambers 
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Letter 2 Vo J'i?'- of Commerce ■were consulted andj except at Calcutta and Cawnpore, were 
JS02/’ disposed to accept the proposal if assured that it would involve no reduction in the 

amount w Inch the present mints can coin on emergency. The x^oposal u as how- 
ever dropped in deference to the opposition at Calcutta and in view of the ad- 
vantage of having a second mint to rely upon for urgent coinage in the event 
of one being closed through war, epidemic or labour troubles. The Govern- 
ment have since addressed themselves to the improvement of the appliances 
of their existing mints, and uith this object they have agreed to the worling 
toSeey. e/and lighting of the Calcutta Mint by electricity, and have deputed tno exports 
imFcb^Tim. ^ to study machinery and methods in America. 
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Chapter III. — Public Debt and other Pinanoial Questions. 

1. Increase of Deht.—^SkQ following figures show the amount added to 
the permanent debt in Lord Ourzon's Vioeroyalty : — 

Steilmg. Etipee. 

£ Bs, 

... 119,768,605 1,12,66,46,980 
... 137,221,044 1,26,07,93,035 

Inoieass .. £ 17,452,439 + Es 13,42.46,056=£26,403,176 

Pait I of the summary contains the figures for railway and irrigation 
expenditure, and shows how the interest charge for iinproductiTe debt is being 
rapidly reduced. It need only he added here that the apparent addition to the 
sterling debt includes a net amount of £5,628,850 on account of undischarged 
debentures of the Great Indian Peninsula and the Bombay, Baroda and Central 
India Kail ways which were taken over when these became state properties; and 
that the total amount spent in the seven years on productive works and loans 
to native states, local bodies, and cultivators, was £40,337,641, or £13,935,465 
in excess of the gross addition to the aggregate debt. 

2 Bate of Borrowing — The average price of the 3 per cent, sterling loans 
has vaiied between £96-| (the fixed issue price) in 1900-01 and £101^ in 
lf'02-03. The following statement tabulates the results of the 3^^ per cent, 
rupee loans raised during the period under review 


Date ot issue. 

Amount o£ loan. 

Amount tendered. 

Average rate o£ 
accepted tenders. 

<4itb July 1900 ••• Act ••• 

Es. 

3,00,00,000 

Bs. 

3,98,10,4 ''0 

Es A. P. 

94 0 1 

14th August 1901 •«. M 

1,00,00/00 

6,45,68,13) 

97 4 10 

Oth July 1902 ... ... 

1,50,00,000 

4,47,72,300 

97 9 10 

22nd July 1903 .. 

2,00,00,000 

496 00,835 

98 4 7 

13ih July 1904 •«« •• 

3,00,00,000 

8,06,54,600 

97 9 2 

2nd August 1905 ... ... .. 1 

4,00,00 000 

19,26,86,200 

98 13 10 


The lowest rate was leceived in the famine year 1900*01, The most recent 
loan was singularly successful in respect both of the amount offered and the 
average rate at which it was tendered. The Government have not again at- 
tempted to float a 3 per cent, rupee loan as in 1896-97. The small issue of that 
year is now practically unsaleable, and the market is deprived of the use of the 
resources locked up in it. The Government proposed in 1 901 to convert it into state^jst! d. 
3^ per cents., but the Secretary of State only agreed on the condition that the 
holders surrendered one* seventh of the face value of their stock, and the matter 
was dropped. The 3^ per cent, rate has now been given a longer currency, as 
the loans of the last five years are not repayable till 1920, all earlier issues 
having determined in 1904. 

* 3. Bu^ee horrowing.’—Berexsl proposals have been put forward in the last 

jfcw years with the object of enlarging the l?asis of the rupee loans, and also of 


Cfipitn.! of debt on 1st Apiil 1899 
Capital of debt on 31st Maicb 1906 


W 
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taking advantage of stability of exchange to obliterate the sharp distinction 
•which the in-vestor now makes between the rupee and the sterling securities of the 
Government of India. The Indian market is almost always very rcstrier,ed. 
The amount of the annual loan has to be very carefully adjusted to the condi- 
tions of the moment, and has frequently to be placed at so low a figure that a 
few powerful institutions like the Presidency Banks can practically “corner” it. 
It was suggested in 1903 that it might be better to raise the permanent rupee 
Betp. to 8eoy 0 / loans iu larger amounts at longer intervals, the requirements of intermediate vears 
isth Feb. 1903, being met by temporary boirowing, but the idea did not meet w'lth the Secre- 
tary of State’s approval. The Government of India also attempted to extend 
the field for rupee borrowing by attracting the small investor. With this object 
loan notifications were published through the Post Offi *6, and the Government 
undertook to receive tenders transmitted by post for amounts not less than 
Es. 100. But the results were discouraging and it has recently been decided 
to discontinue the expeiiment. One of the difBculties which face the small 
investor is that in the absence of a fixed price, or even a declared minimum, 
he has no guidance as to the proper rate to offer. It was accordingly suggested 
that loans should be issued at a fixed price and partly underwritten. But 
after discussion in Council the proposal was negatived. More success may be 
anticipated from an amendment of the Post Office Savings Bank rules in 1904 
Sesoiution No permitting the investment in Government paper of sums of not less than Es. 19 
ml'fsbif’ free of aE fees, commission and brokerage, and also of income-tax, and pro- 
viding that such investment should be automatic for deposits exceeding a certain 
amount. The further simplification of these rules is now under consideration. 

4. Enfaoed paper . — In 1903 the Government rejected the request of certain 
Chambers of Commerce that the interest on existing rupee stock enfaced for pay- 
ment in London should be guaranteed at a fixed rate of Is. 4c?. per rupee j and 
Beep.to Seey. o/^he Secretary of State negatived the Government’s own proposal that it should 
SnT’ Jui' current rate of exchange instead of by a draft on India. 

(Part III, page He was also unablc to secure the consent of the Stock Exchange Committee to 
Tf^“’of^afefN7. the Government of India’s request that enfaced paper might be quoted in pieces 
im ’ of Es. 1,600 (corresponding to £100) instead of in pieces of Es. 1,000, which, 
when turned into pounds sterling, inevitably suggest to the ordinary Pnglish 
investor that the security is in some way or other depreciated. The Government 
had themselves adopted a somewhat analogous measure by issuing promissory 
Bespt to Seeg. o/°otes in lots of the value of Es. 160 or £10, a sum more likely to appeal to the 
mh‘ ^ay^isoi investor in England than pieces of Es. 100 or Es. 200. The proposal to 
<*• pay interest on enfaced paper in sterling was subsequently resubmitted but 
again rejected, 

6. Eup&e Ucm interest gmranteej-^A. pi^!>p6sal to issue rupee loans 
in London at a guaranteed sterling interest was also negatived. It was put 
forward by Sir E. Law in the hope that “ familiarity with guaranteed paper 
Would gradually lead the British public to look with more favour on un- 
gtttatoteed sfeocjfc so tliat the prices bf the two stocks in London would gradually 
appioximsAeandtin xiourse of time unguaraifibeed paper naight be accepted near- 
ly as readily as s*&oJs: on wide* the interest is g^nBKuwteeii.’’ A small loan of this 
kind bad been ii&ued in India in ISIt and was finally paid off in 1899. 

Reeoiution No, 6, Borrowing by local bodies . — In 1903 the Government of India notified* 
that they were prepared to consider applicatioiis ‘from local bodies for per- 
misskm t» Issue 43t^}ing Ic^ns if there was a reasonable prospect of Urn 
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money being raised at a rate of interest not exceeding 4 per cent , and at a 
price not appreciably below pxr. Eich sneh application requires previous 
reference to the Secret iry of State, and the local bodies borrowing in sterling 
will be required to make their own arrangements for remittance in both 
directions. 

In January 1903 the Government of India offered to provide funds for the Tuiite Works 
construction of raikays by Bistiiot Boards in the Madras Presidency, in cases 
where the Boards had imposed a special cess, to be applied towards railway 
construction, under section 57, clause (ii) of the Madras Local Boards Act, 1884. 

The loans were to be granted from the provincial loan account j to carry 4 per 

cent, interest and to be repayable in 30 years ; and it was stipulated that they 

should be secured by a Len on the entire resources of the Board. This offer was JPubiie Works 

extended in 1901 to District Boards in other provinces which levy a special pT"d. fnd 

cess for the construction of railways. 

By Act III of 1904 the most important of the Port Trusts and Municipal 
Corporations were empowered, w ith the previous sanction of the Governor- 
General in Couno 1 in each case, to borrow money by the issue of short-term bills 
and to repay such hills by the issue of a regular loan. The object of this measure 
is to enable a local body vs'hioh urgently requires funds for carrying out autho- 
rized works in the busy season to obtain temporary accommodation till the con- 
ditions of the money market become moie favourable This Act also empowered 
the selected local bodies, with the previous sanction of the Government of India, 
to borrow money for the purpose of repaying previous loans, subject to the con- 
dition that the term for repayment should not extend beyond the unexpired 
portion of the period for which the previous loan was sanctioned. 

In 1905 the borrow ing powers of the Port of Eangoon, which had 
previously been regulated by the Local Authorities Loans Act, 1879, were defined 
in a separate self-contained enactment (the Eangoon Port Act, 1905), the con- 
sequential amendment of the Local Authorities Loans Act being effected by Act 
I of 1905. 

7. GraMfs fo iocaZ In 1902 the Government of India laid down Weme Dept letter 

the following principles for the guidance of Local Governments in contributing 
from provincial revenues to the cost of municipal water- works and similar 
gchemes of local improvement : — 

(a) that as a general rule the entire cost of local undertakings should be 
borne by the rate-payers who benefit thereby, and in settling the 
terms of provincial settlements expenditure in aid of such 
undertakings must be excluded from the standard figures; 

(i) that the assistance of Government, when required, should usually 
he given in the form of loans ; and 

{c) that when the cost is too heavy to be whdly horuo by the local body 
even with the assistance of a loan, and the work is nevertheless 
so important and useful that it ought not to be postponed, a 
grant-in-aid of a portion of the cost naay be given by the 
Government from its accumulated surplus, if it has a surplus. 

It was also added that in considering the financial position of a local body 
the Provincial Government should pay special regard to the existing position 
ae regards local taxation in the area in question, and if necessary require taxa- 
tion to bfi enhanced. 
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The position has, however, heen somewhat modified hy the greater indepen- 
dence bestowed on Local Governments under the recent qua si -permanent pro- 
vincial settlements, and on being addressed by the Bombay Government in 1906 
Letter No. 4033 - On the Subject of plague grants, the Government of India while reaffirming the 
iso/' principles laid down in 1902 and referring to earlier rulings regarding the 

incidence of plague expenditure conceded to the Local Government a discre- 
tionary power of giving grants in aid of local funds in speci il cases without 
reference to higher authority. 

8. Calcutta Improvement Scheme. —The financing of the Calcutta Improve- 
ment Scheme has raised a number of important fiscal questions on which the 
Beep, to Secy 0/ Government of India addressed the Secretary of State in 1904(. The funda- 

State, No. S37, d. mental features of the position were that an enormous expenditure had been 
15th Sep. 1904: ^ 

(Fart Illy shown on sanitary grounds to be iini)erative and urgent ; that it could not be 

mot in its entirety by purely local taxation or by the forms of taxation hitherto 
accepted ; and that as the Government possessed no land or valuable rights in 
Calcutta which could be transferred to the Improvement Trust they must dis- 
charge their obligations to the metropolis by o‘her methods. The ques'ion has 
been under discussion for the last six years. In the proposils submitted to the 
Secretary of State in 1904 it was contemplated that out of a total estimated 
capital expenditure of Bs. 822 lakhs, Bs. 336 lakhs would be recovered from 
the properties benefited by the new roads and open spaces, and Bs. 60 lakhs 
from a Government grant to which the Secretary of State had already 
agreed, leaving Bs. 436 lakhs to be raised by borrowing. For the payment of 
interest and sinking fund charges (on a 60 years’ basis) on this loan and for the 
establishment charges of the trust an annual sum of Bs. 21^ lakhs was re- 
quired. Of this amount the Local Government estimated that Bs. 3 lakhs 
would be returned by the land taken up for housing and expansion, leaving 
18-| lakhs to be obtained from municipal contributions and special taxation. 
The main difficulty was to devise a system oftaxition which would involve 
neither an excessive addition to local burdens nor an undue transference of 
these burdens to the general taxpayer. 

As the scheme now stands after some further revision in conformity with 
the suggestions of the Secretary of State it is proposed th it the Corporation 
shall contribute to the revenues of the Improvement Trust per cent, ou 
the rateable value of municipal lands and buildings (an assessment which 
would now yield Rs. 3,60,000 per annum and is constantly increasing in pro- 
ductivity), together with a fixed sum of Bs. 4,64,000 per annum which will be- 
come available by the liquidation of one of the municipal loans at the end of 1908. 
To enable the Corporation to set aside these large sums, while continuing to make 
full provision for the normal giowth of purely municipal requirements, it is 
further proposed that municipal taxes calculated to yield Rs. 2,60,000 and 
Bs. 1,60,000 respectively should be imposed upon transfers of immovable pro- 
perty (at the rate of one per cent.) and upon petroleum consumed in Calcutta. 
By these means an income of about Bs. 8^ lakhs will be assured, leaving 
rather more than Es 10 lakhs to be obtained from special taxation imposed ou 
behalf of the Improvetnenfe Tfus^r. For these special taxes a number of sugges- 
tions' h^ve been put forward from which a selection must eventually be made. 
'5hena«»t important are (1) an export duty and excise ou jute at the rate of J per 
wd (probable yield Rs. 6,00,000) ; (2) a termiual tax on railway 

passengers airiving at or leaving Calcutta stations (probable yield Ra, 2,60,000) • 
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(3) au addition of half a pie per rupee to the Imperial income tax assessed on 
residents within municipal limits (probable yield Rs. 2,00,000) ; (4) an addition 
of 1 per cent, to the existing consolidated rate (probable yield Rs. 2,40,000), 
or as alternatives, a rate of 1 per cent, on annual value, to be levied on 
owners only, or a further tax of one per cent, on transfers in addition to 
that already' mentioned ; and ( 6 ) a tax on timber and firewood and a tax on ani- 
mals slaughtered for food, the probable yield of which has not been estimated. 

The possibility of imposing a local tax on successions to immovable property 
has also been discussed. The ultimate responsibility for the solvency of the 
Trust must be accepted by the Corpoiation, and in view of the uncertainty 
unavoidably attaching to the estimates both of levenue and expenditure it will 
be necessary to restrict the programme of work with reference to the actual 
results obtained as each stage is reached. 

The scheme of improvement operations and the suggested financial arrange- 
ments are based on the reports of a representative committee which sat in 19p4, 
but its recommendations were necessarily of a confidential character and until the 
present stage was reached it has not been possible to consult a wider circle of 
public opinion. The Government of India accordingly decided, before commit- , Borne Bept^ 

. , A 11. 11. 1,1 11 .» i«., , letter No. 93 , d. 

ting themselves finally, to publish the whole senes of proposals for independent ms 

criticism, and till that has been received and considered the scheme must be 2 ^ 7 ^ ^ 
regarded as provisional and tentative. It is believed however that, subject to 
possible modifications in matteis of detail, no long delay will now take place in 
carrying it into effect. 

The suggested scheme of taxation presents several interesting features. 

Succession duties as explained in the first part of the summary are impracticable 
for Imperial purposes and can therefore be made over without objection to a local 
body ; hut it now appears probable that they will be found almost equally 
unworhable as a local tax and must be altogether abandoned. A local addi- 
tion to the income-tax is new to Indian finance though a common expedient 
in Europe. The tax on jute was twice negatived by the Government of India 
and also by the Secretary of State but accepted when it was realized that it was 
probably less open to practical objections than any possible alternatives. It may 
be justified by the facts that it will be levied at a light rate which cannot appre- 
ciably affect the exports of a monopoly product ; that Calcutta is the financial and 
administrative centre of the jute industry, and the overcrowding which the 
improvement scheme is to remedy is largely due to the presence of the jute 
operatives ; and that the imposition of a local tax on jute will pave the way for 
its appropriation to Imperial purposes at some future date. The Government of 
India have not yet expressed a final opinion on the proposed railway terminal 
tax, a fiscal expedient which they have hitherto discountenanced. It w’ill 
fall to a large extent on the poorer classes, and the suggested tax on petroleum, 
to which it is an alternative, is open to the same criticism. It is desirable how- 
ever that these classes should he effectively reached by one or other of the spe- 
cial taxes to be imposed, 

9. Amendment of the Taper Currency Act . — In consequence of the 
closing of the Mints in 1893 and the introduction of a gold standard it was 
found hecessary to modify the law relating to paper currency as originally for- 
mulated in the Indian Paper Currency Act, 1882, by ax later enact- 
ments, and subsequently further amendment was again required, more espe- 
dally in connection with th© currency reserve transactions involved in the 
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Besp. to Seep, o/puroliase and remittance of silver for rupee coinage. It was accordingly decided 
Sa' to consolidate and amend the existing law. The new Act (No. Ill of 1905) 
simplifies the transactions above referred to, and in particular provides for the 
maintenance by the Secretary of State of a currency chest in England, a 
measure already noticed in the first part of this narrative. It also albws the 
increase of the currency investment to 12 crores of rupees (which has since 
been effected), and permits the equivalent of Es. 2 crores to be held in sterling 
securities ; and it exempts the Government from the obligation to maintain 
a reserve against notes which have not been presented for payment within certain 
specified periods, the minimum being forty years. 

10. Currency Note Forgery Act . — The Indian Penal Code dates from a 
fimpi prior to the introduction of the Government note issue, and contained no 
provisions relating specially to the forgery of currency notes, which were ac- 
cordingly treated as other valuable securities. It was for example no offence to 
possess a forged note complete in all respects except the signature. This defect 
was remedied by Act VII of 1899 which added four sections to the Penal Code 
on the model of the English Law relating to the forgery of Bant notes. 

11. Boyal Commusion on Indian expenditure . — In 1895 a Eoyal 
Commission was appointed “ to enquire into the administration and manage- 
ment of the military and civil expenditure incurred under the authority of 
the Secretary of State for India in Council, or of the Government of India, 
and the apportionment of charge between the Governments of the United 
Kingdom and India for purposes in which both ari interested.” Tlie result 
of the Commission’s report, which was presented in l! 00, is that Indian 
revenues have been relieved of an annual charge of £257,000 per annum; the 
extent of India’s interest in military operations beyond her external frontiers 
has been defined on the principle of a geographical distribution of charge ; and 
it has been laid down that in the event of a conflict of opinion arising as to the 
exact share to be home by India in any particular case to which this principle 
applies the matter is to be referred to a joint committee representing both 
Governments. Eisputes regarding the distribution of adrainistr.itive charges 
will be submitted to a standing arbitrator of high judicial authority. The 

oy Government of India, while accepting this settlement, expressed the opinion 
tth"’ jLe^'^%oi that the relief given fell ” far short of according to India the just and liberal 
treatment which was claimed for her,” and requested that when the time came’ 
for revising the new arrangements Indian claims might be reconsidered on 
broader lines. 

Ihe Commission’s examination of the system of audit and account led to no 
important change. A number of minor moJ.ifications w'ere discussed between 
Eesoiution No. the Secretary of State and the Government of India, and effect -w'as given to 
May ml' those which were finally approved in May 1902. But on the whole the Com- 
mission w'ere well satisfied with the existing financial machinery which they 
found to be “ theoretically complete ” (paragraph 61 of their report) and “ well 
organized and effectively controlled ” (paragraph 341 ihid). 

32. Military Works grant . — It has been the custom s'noe 1880 to mahe a 
fixed annual allotment for Military Works expenditure, but experience ba.|a 
shown that it is impossible to adhere to a fixed sum, as unforeseen circumstances 
constantly which compel the Government to make large additions in the 
form of special giants for specific works, even when the grant has recently beeij 
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readjusted and increased to meet new conditions. It was proposed in 1903 to 
make tke fixed limit applicable only to those charges which remain fairly con- stSe, No. L 
stant, such as establishment, minor original works, repairs and other “ ordinary 
demands.” Eor these a definite sum was to be granted for five years, to be in- 
creased in the second and each succeeding year by some small specified amount — 
a device which is analogous to the provision made for the normal increase of 
ordinary civil expenditure by the assignment to Local Governments of growing 
revenues. *' Special demands,” that is, original works costing Es. 60,000 and over, 
were to be dealt with separately on their merits, and undertaken as measures of 
general military policy according to their urgency and the state of the finances. 

The Secretary of State agreed except as regards the engagement to make a 
yearly addition to the sum originally allotted for ordinary demands, the annual 
amount of which has thus been fixed at Ks. 93 i lakhs. The special demands 

,, to Secv* 6j 

under Military Works hare since been incluaed in the annual Reorganisation No. it, a, 

. 1 • 1 r ^ 16th Feb. 1905. 

grant as explained below. 

13. Special Defence Works.— Axi 1903 the Government of India, having 
decided to carry out a scheme for the revision of armament and improvement 
of coast and frontier defences at a total cost of Rs. 125 lakhs to be spread over 

several years, proposed that about Rs. 100 lakhs out of the unexpectedly large Besp. to Seeg. of 
surplus of 3 903-04 should be set apart for the completion of the scheme by being sm’ aa. 
finally charged off as expenditure in the revenue accounts of the year, and held 
in Government securities till actually required. The Secretary of State took ex- 
ception to the proposal as conflicting with “ the sound principle that all expen- 
diture should be shown in the accounts of the year in which it is incurred,” but 
agreed that a sum not exceeding Rs. 125 lakhs out of the surplus of 1903-04 
“ should be regarded as appropriated ” for the scheme of special defence works, 
though not charged against revenue till the expenditure wa,s aictually incurred, 

14. Army Eeorganisation and Be distribution. — Subsequently, in 1904, 

it became necessary to devise measures for financing the comprehensive scheme 

of Army Reorganisation and Redistribution put forward by Lord Kitchener. 

The extra expense involved was impossible to forecast with accuracy, but the 

Government of India undertook to carry out in five years a programme of sue- 

-.n'*' {Secret) JDesp. to 

cial expenditure limited to Rs. 13 crores of which Rs. 10 crores would be Seeg. of state. No. 
non-reoui ring, the eventual recurring expenditure which the scheme involved Hoi ^j; 
being estimated at Rs. 2 crores annually. Allowing for other extra expenditure t^mSeev!^ 
to which the Government were already committed it was considered necessary 
to provide in each oc the five years a maximum or its, 3 crores, an amount 
which it has since been proposed to raise to Rs. 3J^ crores in view of the inclu- 
sion in the reorganization schedule of the special demands on account of Mili- 
tary Works. It was anticipated that under normal conditions and on the basis 
of taxation then existing about Es. 2^ crores of this annual expenditure 
could be met from revenue, and the Government of India were prepared 
to find the further sums required by borrowing. To prevent the necessity for 
hurried expenditure at the end of each year it has been decided to allow over- 
allotment up to a maximum of Rs. 15 lakhs, and also to reallot lapsed grants 
up to a maximum of Rs. 60 lakbs in each year. In the current year (1905-06) 
the total sum provided is Rs 490 lakhs, all obtained from revenue. 

16. Indian Savings RowsAs.— The measures taken to encourage the purchase 
of Government securities by Savings Bank depositors will, if successful, serve 
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not only to enlarge the field of investment in rupee paper hut also to reduce the 
Government of India*8 cash liabilities. The Government have been impressed 
•with the risk involved in the rapid increase of deposits which are not secured 
#0 ^ by any liquid reserve but devoted to -capital expenditure. As a precaution 

aoih' July hoh against this risk they asked the Secretary of State in 1903 to agree to the fol- 
^ lowing proposals 

(i) The reduction of the rate of interest on deposits held at call (as all 

deposits now are) from 8-| to 3 per cent. 

(ii) The grant of interest at per cent, on six-months’ deposits. 

formation of a savings bank reserve by the investment in 
mh April 1904. Sterling securities of one-third of the net deposits and of all interest 

Betp. to Seey. of saved by the first proposal, 

state, m. m. d. 

^IJT These proposals were negatived by the Secretary of State on much the 

m). ' ’ same grounds as those which led him to disapprove the formation of a famine 

of^st^^mfm, fuiid* On resubmission the third was finally negatived, hut the first two 
d. 8nd Sep. 1904. Tpygye accepted and brought into effect in J uly 1906. 

Commeree JDept, 16. J)eoentraUzaUon of Forest audit . — Under a system introduced in 

SesoMion 2^0.609, .. t,j .»ti . 

I*. iKAJfarcA 1905 . 1876 the jjorest accounts of all provinces except Madras and Bombay were 
audited in the office of the Comptroller and Auditor General. This system of 
centralization, which is not applied to any other head of accounts though many 
of them are of far greater financial importance, was found to involve delay and 

HeBoiution. No. unnecessary work, and it was decided with effect from 1st April 1905 to dis> 
^^o^mL account and audit work connected with Porest revenue and expen- 

diture among the provincial account offices concerned, 
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Chapter IV. — Customs, Shipping and other Oommekoial questions, 

1. Introductory. — The formation of the new Depirtmont of Commerce and 
Industry is the most important of the general commercial questions dealt with in 
Part I. Reference was also made to the assistance given to the tea and indigo in- 
dustries, and to the Indian Companies (Branch Registers) Act. The following 
matters connected directly or indirectly with customs administration were also 
examined : (i) the reorganization of the customs department ; (ii) the establish- 
ment of a customs harrier against the Kathiawar Native States; (iii) the com- 
mercial conventions or unfinished negotiations with Prance, Russia, Persia, 

Japan and other countries ; and (iv) the general questions of countervailing 
sugar duties, preferential tariffs, and the growth of trade. 

2. Customs : (a) Relations with Portuguese India. — To complete the 

account of India’s tariff relations it must be added that the situation as 
regards Portuguese India remains unchanged. The preventive line which 
was established against Goa and Daman in 1892 on the abrogation of 
the AnglO'Portuguese Treaty of 1878 is still maintained, and, as the Gov- 
ernment of India explained to the Secretary of State in 1899, the pre- fpff’ °J[ 

sent arrangements have proved less onerous financially than those which SiK June 1899. ’ 
they superseded. But, though unwilling to take the initiative or to remit 

Indian duties w'hen no compensating advantages had heen offered, the Govern- 
ment granted in 1899 certain concessions in regard to drawback which had Notipnaion No. 

- 7 1 -.11 n j • , . 7 , ^ 2547 - 8 . B .. d . S 3 rd 

previously been withheld., and in 1902, in response to a memorial submitted June 1899. 
through the local Portuguese authorities, they again declared their readiness Zetter No. 14S7- 
to consider proposals for the equal treatment of goods passing between ihjsiv mwoK mz. 
own and Portuguese territory. 

3. (6) Exemptions . — There have been the usual changes in the tariff, mostly 
in the direction of exemption. The only actual addition is “ tinned iron cases 
when imported containing petroleum.” In 1894i it was decided to pass petroleum 
tins free as packing material. They have however a recognized intrinsic value 
when empty, which is not included in the valuation of the oil at the time of im- 
port. To remove the discrimination in favour of tin-plate imported in this form, 
a tariff valuation was fixed in 1908 and duty levied at 5 per cent. In the same 
year it was brought to notice that beer being liable to a specific duty of one 
anna per imperial gallon might in the case of the better kinds be more lightly 
taxed than non-alcoholic liquors which pay 6 per cent, ad valorem. A proposal ^ 

to doable the duty on beer was unanimously supported by the Local Govern- isof " 
ments, but it was ultimately decided to defer legislation. 

Among the exemptions perhaps the most important is the complete exemp- 
tion of machinery in 1899. The previous rule had been to admit machinery free 
when intended for use in certain specified industries. It was found that the 
list of favoured industries was constantly being enlarged and it was practically 
impossible to draw the line of distinction which the rule contemplated. It 
was therefore decided to cancel the restriction and admit machinery free under 
all circumstances. An extension of this was the exemption in 1903 of agricul- 
tural implements worked by manual or animal power, a category in which various 
dairy appliances were subsequently included. Several concessions have also been 
made in favour of regimental property. In the case of native regiments return- 
ing from a tour of service in the colonies, the equipment of the officers’ mess 
. can be reimported free of customs duty if its exportation was notified by the 
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commanding officer at the time the regiment went on service, and a full 
inventory supplied to the Customs authorities. Military band instruments with 
certain specified accessories have been specially exempted, hut it has been 
ruled that the concession does not apply to volunteer corps. It has also been 
decided that when a regiment has lost the whole of its mess plate by fire 
or other calamity it may impoit the equivalent free of customs duty. In 
January 1904 the exemption of military equipment was extended to a 
sm Jan. long list of specified articles vk hen imported by any unit or officer of His 
1904. Majesty’s regular forces for their own use ; and iu May 1904 the Govern- 

Zeuer Ko. S079- ment sanctioned the grant of a refund of customs duty on such articles 
fm’ ^ when sold in India by any recognized trader to any person who might 

under the foregoing orders have imported them diiect and free of duty. 
The same articles arc also manufactured iu India except for certain fittings and 
attachments which have to be imported, and it was suggested that the latter 
^ould also ho exempted ; but the request was refused as involving an undesirable 
extension of the previous orders. Other concessions are the exemption of memo- 
rials of a public character ; of trade catalogues and eireulars imported by post ; 
and of specified articles required for tlie uso "of various Consulates, the last 
mentioned privilege being allowed as a matter of courtesy in consideration of 
the reciprocal treatment accorded to British Consular representatives. 

Commerce De- The Government of India have simplified the somewhat vexations rules 
regarding the assessment of duty on articles imported by po'»t by giving mofussil 
May 1905. postmasters a cei tain discretion in regard to the valuation of articles of small 
value, Thoy have also in effect enlarged an existing exemption, and at the 
same time saved much annoyance to travellers and labour in the Customs 
mk d.efining on broad lines the articl'es to "be passed fre® of customs 

Jan. 1904. ' duty as passenger’s baggage, a matter in whieb great diversity of procedure 
had prevailed. The revised rules as first issued exempted all baggage, provided 
that it vas bi ought with the passenger or landed within one mouth of his arrival ; 
that it was reasonable in amount with reference to his status in life ; and that it 
was imported for his personal use. The exemption did not cover articles liable 
to a special rate of duty, such as arms and ammunition, but it extended to 
all other articles whatsoever. It was found however that the exemption 
allowed was wider than the convenience of the public demanded, and that 
articles such as pianos and motor cars were being imported free as baggage to the 
detriment of tiaders, who are required to pay duty. Amended rules wereaccord- 
Commerce Be- ingly issucd in October 1905 under which such articles must pay duty in any 

goods brought as cargo and included in the ship’s manifest are 
Brd October 1905. excluded from the concession of free entry. Some earlier orders issued in May 
1903 permit the exemption of reimported articles which were originally imported 
free as baggage, and the grant of drawback on articles assessed to duty on fiwt 
importation and subsequently exported as baggage. General orders have also 
Commerce Be- hoeu issuod regarding articles intended for sale which are sent back to England 
^or repairs and finally again imported into India, the rule being that drawback 
ary 1905. Tjjq olaimcd on re-export and the full duty paid on re-import. Oases having 

arisen in lyldch m^chajits taking goods io Pondicherry and subsequently 
bringing them bat* unfcM were called il|>on to pay duty on re-importation, 
th.e Government decided to exeidpt goods of BriMi Indian production (other « 
tJwX arms, liquors and opium) which are exported to foreign territory and 
8ubse|u^Bl3|y imported into India by land, provided that they return within 
rix months of exportation and are properly identified. 
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The Government have allowed drawback in the ease of goods landed at 
Karachi for transmission to Persia and sent on without breaking bulk via the 
Nushki-Seistan route, but have refused on political grounds a similar concession 
to goods imported into India and forwarded via Peshawar to Afghanistan. lor 
cotton goods, manufactured in Indian mills and sent iu bond to Kashmir and 
Jammu or thence to Russian and Chinese Turkestan, they have conceded a 
right of drawback in respect of excise duty corresponding to the exemption from 
customs duty enjoyed by imported cotton goods in similar circumstances 
under the rules of the 26th January 1898. 

A concession has been made to the Kashmir Durbar by the grant of refunds 
on the contents of postal parcels consigned to persons in Jammu or Kashmir terri- 
tory from abroad ; and to the present Amir of Afghanistan by the extension 
to him of the privilege, which his father enjoyed, of importing munitions of Depi. 

war for State purposes or for his personal use free of duty. Certain Arab chiefs 
have also been permitted when visiting India to import arms w-ithout payment 
of duty. 

4. Merchandise Marks : («) Improved tests — In consequence of com- 
plaints regarding the methods employed in weighing cotton yarn in the 
Indian custom houses, the Government in 1899 introduced the “ stove test ” Sesoiution Nc. 
by which the yarn is first weighed in an absolutely dry condition and a fixed 
percentage is added to obtain the weight under normal conditions of moisture. 

Improved apparatus was also obtained for testing the strength of alcoholic 
liquors — a subject on which complaints were general and on the whole well- 
founded. 

6. (6) Short-reelmg . — In 1896 the Government of India ruled that the 
Customs authorities should not take advantage of the opportunities offered 
by the Cotton Duties Act to enforce the provisions of the Merchandise 
Marks Act against the produce of the Indian mills, but leave injured pur- 
chasers to seek a remedy in the Criminal Courts. In 1902 the Bombay 
Government represented that the fraudulent short-reeling of yarns was being 
deliberately and systematically carried on by certain mills, and that honest 
manufacturers were thereby placed at a disadvantage, while the foregoing 
ordei's compelled the officers of Government knowingly to countenance viola- 
tion of the law. The Government of India thereupon consulted Chambers 
of Commerce on the *question whether Inspectors of Cotton Kaotories should 
he authorised to make enquiries and institute prosecutions. The replies of the 
Chambers showed a practical unanimity as to the desirability of protecting the 
home market, but tie conditions @f the foreign yarn trade were such that any 
interference with trade custom as regards reeling for export was likely to place 
Indian producers at a disadvantage. As this complication made the formulation 
of suitable preventive measures unexpectedly difficult, the Government of India 
appointed a Committee, which included representatives of the Chambers of Com- zeiter No. 99- 
merce, to draw np precise instructions. The Committee however reported that 
effective action could not be taken without legislation which the Government of 
India bad desired to avoid. At the same time it was represented tljat the 
Indian weaver is not injuriously affected by the practice of short-reeling 
as he knows the exact amount of cloth which should ordinarily he produced 
from a given quantity of yarn and will reject the yarn of a mill which yields 
less than the usual amount. In these circumstances it became doubtful 
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Zetter No 65S3- -whether rostviotiTe action was really required, and after reference to Local 
Governments it was decided to drop the proposals. Ihe matter was again 
Commerce Be- discnssed at great length in 1905, and it was decided not only to reaffirm the 
ITcrSfsSrivo" previous decision regarding yarn of Indian manufactuie, but to extend it by 
35,d.6tiiJ«i/i905 abandoning the present ineffective check on the importation of short-reded yam 
from abroad. 

6 . (c) Trade marks . — On several occasions, both before and during Lord 
Ourzon’s Viceroyalty the Government have considered the expediency of 
registering trade marks in India. In 1903 the question was referred to 
Chambers of Commerce and Local Governments at the instance of the 
Secretary of State, but the suggested legislation was generally opposed. 
The existing law is found to afford adequate protection to the legitimate 
users of recognized trade marks even though the mark be unregistered. 

If an Indian Act were passed these unregistered marks would have no 
status. It would also become necessary either to treat all marks regis- 
tered in England as registered in India also, or to require them to be registered 
over again in this country. Either alternative is open to serious practical objeo- 
tion. The fact is that in India the ownership of the trade mark (of which regis- 
tration supplies valuable evidence) is seldom or never in dispute ; and the only 
question arising in practice (which a Registration Act would not touch) is whe- 
ther a mark vhich has keen challenged is or is not a colourable imitation of 
the original The matter may become practically important with the growth 
of local industries, but for the present, in deference to the strong commercial 
Besp.toSecy^. ^opinion agaiust registration, the Government have recommended that no action 
sist ' Jv.li/ mi should he taken. Eor similar reasons in 1902 they declined to adhere to the 
Industrial Property Convention of 1883. 

Eevenue Bepait- In dealing With the importation of goods hearing a counterfeit trade mark 
^%Se!%o° S4%’. some difficulty has aihen from the obscurity of the law [clauses (e?) and (e) 
18 th May ISOS, section 18 of the Sea Customs Act], Customs officers were instructed 
to act upon the assumption that the former clause prohibits the importation of 
goods hearing a counterfeit mark within the meaning of the Indian Penal Code, 
and is not neutralized, as appears at first sight, by the clause which follows it. 
By Act XVI of 1904i the apparent ambiguity of tbe law in this respect has now 
Beef to Sec^. oj been removed. The procedure laid down in regard to detention is that the 
fth^M^ml^’ Collector of Customs should provisionally detain the suspected goods and com- 
municate with the owner of the genuine mark. If the latter agrees to indem- 
nify the Government for any damages which may he given against the depart- 
ment in the subsequent litigation, the goods will not be passed till the question 
has been decided by a competent Court ; otherwise the consignee will be 
allowed to remove them. The burden of proving the validity of a mark is thus 
thrown upon the individual traders whose interests are involved. 

Commerce Depart- 7 . Miscellaneous — Revised orders have been issued regarding the 

ment letter No, ^ ^ 

3J70-0., d 8th July marking of piece goods, under which it is held sufficient if the marks are such 
as are not likely to he obliterated in the ordinary course of handling 
before the goods reach the purchaser. 

In 1901 enquiries were institolei regarding the working of the Merchandise 
Marks Act ; and in particular it was suggested that it might suffice to require 
goods of fore^n origin to be marked with the words “ made abroad ” instead of 
with the aatoe of the particular country of origin. This suggestion was put 
forward to meet the objection that the latter method tends to divert trade from 
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Groat Britain by supplying information as to tbe places in foreign countries where 

goods can be obtained. But the majority of the Chambers of Commerce were then 

of opinion that the words ‘ ‘ made abroad ” would be too indednite, and the proposal °f 

was negatived. The question has however been recently reopened by the confer- * 

ence of Indian and Ceylon Chambers of Commerce and is still under discussion. 


8. Porfs.— The Indian Ports Act, Xof 1889, has been amended by Act HI 
of 1901, in connection with plague and other sanitary measures, and by Act V of 
190b to remove certain legal and technical difficulties. The Bombay and Karachi 
Port Trust Acts have also been amended ; and the Madras Harbour Trust Act has 
been repealed and a Port Trust constituted under Madras Act II of 1906 with 
larger powers than the former Board. In the same way the growing importance 
of Rangoon has been recognised by the Rangoon Port Act, 1906, which repealed 
the Rangoon Port Commissioners’ Act, 1879. By Bengal Act No. IV of 1905, 
amending the Calcutta Port Act, 1890, power has been taken to regulate the 
means of communication across and along the river Hoogbly. By the Chitta- 
gong Fort Commissioners Amendment Law of 1003 the Port Commissioners have 
been authorised to levy a river due of not more than 4 annas a ton on all goods 
passing through the port in sea-going vessels. This measure was urgently 
required to mate up the annual deficit in the revenue of the port and to allow 
a margin for improvements. A scheme to develope the trade of the Aden port 
hy deepening the harbour and building a public wharf was examined on the spot 
by a small committee appointed at the suggestion of the Government of India. 

The financial prospects of the project were found to be uncertain, and as the Besp. from Seep. 

Admiralty were unable to give any assistance and non-official opinion 

strongly opposed to I he scheme, the Government determined not to proceed zettm- No. ini- 

further with the original proposals. More recently the Government have 

obtained tbe Secretary of State’s sanction to the improvement of the Madras Besp./rom Seep. 

Harbour at an estimated cost of Es. 60 lakhs, of which it is proposed that %fh‘pov.'%)T' 

Rs. 40 lakhs shall be provided by borrowing and the rest from an Imperial grant. 

The repayment of the loan is to be spread over sixty years and as the annual 
charge will, at any rate in the earlier years, exceed the available resources of the 
Port Trust, it is intended that any deficiency, up to a maximum of one-half in 
each year, shall be made good from provincial funds, which under the recent 
settlement have been largely augmented. 


9, PUotcfge.—Ai the request of the Government of India the Bengal Govern- 
ment appointed a Committee, which included a repra'etafcative of shipping in- 
terests, to consider the emoluments and discipline of the Bengal Pilot Service, about 
which a number of questions bs^ beenraised by oommeccial and other authoritiee- 
The enquiry showed that the present scale of fees was not excessive j but some zetter No. 364. 
minor changes Were made. It was also urged that the strength of the service 
failed to meet the requirements of tbe increasing traffic, and the Government of 
India obtained the Secretary of State’s sanction to the increase of the cadre hy ^ 

six appointments. lu Karachi,, which is not an exceptionally difficult harbour, gf 
it was found that the system of compulsory pilotage was being enforced 
as a tax on transportation, and the Government of India, on the representation 
of a firm of ship-owners, gave instructions that coasting steamers of not more Zetters No. sm. 
»than 1,6C0 gross tonnage, in charge of masters who had passed tbe prescribed mt 

examination for pilots, should be allowed to enter in the day time witho-ut em- 
ploying a pilot. 


z 
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10, Coast'ligHs, — The oommotoial public in India and ehewlicre have long' 
been agitating for the lighting of the lower portion of the Red Sea and the Gulf 
of Aden, but the efforts of diplomacy for many years proved unsuccessful The 

Letter L’o. 6 i 33 ^ question was at last settled in J903, when the Turhish Government constructed 
fm.“ iiew lighthouses at Mokha, Abu Ail, Zebayr, and Djebel Teir. Ihe Govern- 

ment of India have themselves impro-sed the Perim lights after ineffectual 
eg., pew Jo efforts to convince the Home Government that Indian revenues should not be 

Seev. of State, Jyo ^ ^ p i i i 

SJ, d. 17th Jan. required to bear the whole cost of lighting a portion of the mam highway 
between the United Kingdom and its eastern possessions. Ihe Viceroy’s tour 
in the Persian Gulf has resulted in proposals for the erection of a lighthouse at 
the entrance of the Gulf and for the lighting of the Gulf generally ; and an 
expert is to be brought out from England to report upon the scheme. The Govorn- 
jDesp. to Seey. o/meut have also decided upon the construction of a lighthouse on Beacon Island off 
the coast of Burma. The necessity of the work has been admitted since 1883, but it 
was postponed for want of funds till a representation from the British India 
Steam Navigation Company again brought the matter to notice. In the case of 
the Madras Coast lights Act the Government found themselves compelled to 
run strongly counter to commercial opinion. In 1898 they had authorised the 
Government of Madras to embark upon an extensive and costly scheme of 
lighthouse construction and illumination on the understanding that light 
dues would be levied from the shipping benefitted, as is already done in, 
Burma, and in the cases of the Minicoy Light and of the Groat and Little 
Basses Lights off Ceylon. The work was paid for in the first instance from 
the funds of the Madias ports supplemented by Imperial and Provincial 
grants. When it was almost completed, and the proposal to levy light dues 
took shape, it was strongly represented on every side that the lights had not 
been really needed and that the coasting shipping could not bear the additional 
taxation required to pay for them. The Government of India were unable to 
accept these conclusions, though they fully appreciated the importance of 
limiting the dues to the lowest reasonable amount. The question, which was 
very complicated, was examined in consultation with representati^ es of the 
Madras Government and of the shipping company principally concerned : the 
sinking fund (diarges were spread over sixty years ; the rates originally proposed 
were reduced by nearly half ; and in order to secure that the amount raised 
should neither exceed nor fall below the actual charges, provision was made for 
periodical revision both in Madras and in Burma. The port dues w'ere also* 
reduced as they became unnecessarily high w'hen port funds were relieved of 
the charges which bad been illegally thrown upon them. Einally the amended 
Bill passed into^law as Act IX of 1904 without opposition. 

11. Merchant Shipping : (a) Zasoars.— In 1899 the important question 
of lascars” accommodation, which had been discussed in 1894, was revived 
at the instance of the Board of Trade. The English Merchant Shipping 
Act prescribes for seamen generally (including lascars) a minimum space 
allowance of 72 cubic feet and 12 superficial feet; the Indian Act, which 
applies to native seamen> allots only half these amounts. The matter was 
felt to involve? ihe futerests of the British seaman as well as the sanitary 
welfare of the lascar and Rad been the subject of numerous questions in 
the House of Commons. The Government of India, under the instructions 
of the Secretary of State, again instituted elaborate enquiries, attention being 
apeoiaRy directed to the collection of observed facts regarding the healthiness or 
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otherwise of the lascar’s life. The opinions of medical and sanitary experts, so 
far as they purported to he based on such facts, were somewhat conflicting and 
indecisive. In fact, as the Government of India observed, practically no evid« Desp. to Secy, of 
enoe was adduced which would imperatively demand a change in the law. Maroh^im{FaH 
The generally healthy conditions of life at sea, the fact of the permanent absence 
of a portion of the crew on deck duty, the habit of sleeping on deck in hot 
weather, and the almost uniform practice of building ships with more crew 
space than the Indian law demands, all operated to counterbalance the 
theoretical insufficiency of the legal standard. It was also shown that any 
reduction of lascar crews resulting from the assimilation of the Indian to the 
English law was much more likely to benefit foreign than British seamen. The 
Government of India felt that in these circumstances considerable weight 
should be attached to the strong and unanimous opposition which was offered 
alike by masters and men and by shipping companies and Chambers of Com- 
merce. They suggested however by way of compromise that for ships trading 
east of Suez the present Indian standard should be maintained, and that the 
English standard should be enforced as against all ships trading with British 
ports which were built after this arrangement was announced. It has since been 
authoritatively decided on a test case instituted by the Peninsular and Oriental 
Company that the English law overrides the Indian, but no decision has yet 
been communicated as to the exceptions, if any, which the Board of Trade pro- 
pose to allow in enforcing this decision against Indian shipping. 

In 1902 it was represented by numerous shipping companies that, with 
the quick voyages made by modern steamers and their improved accommodation 
and equipment, the Government might safely relax the rule which prohibited 
the engagement of lascai s to proceed in the winter months to ports on the east 
coast of America, north of 38 degrees north latitude. This prohibition excluded 
Baltimore, Philadelphia, New York, Boston and other important ports, and tended 
to discourage the employment of lasears. With the concurrence of the Board of 
Trade the Government of India decided to raise the limit experimentally to 43 BesoUtion No. 
degrees north latitude in the ease of native seamen employed solely between decks 
in the Engine and Steward’s Departments. Arrangements were made at the same 
time to ensure the proper heating of the forecastles and the provision of warm 
clothing, and also to provide for regular supervision and report by lascar 
transfer officers in England ; and the forms of lascar agreements were altered 
in accordance with these changes. 

In 1905, at the instance of the Board of Trade, the Government of Commerce De* 
India d( cided to amend the form of lascar agreement to provide for the transfer 
of lascar crews from vessels at ports abroad to vessels at British ports, 

Prolonged enquiries were made in 1903-6 into certain allegations of mis- 
conduct in connection with the employment of lasears. The Government of ^ 

India formed the opinion that the aspersions oast upon the officials, of the various T isth \ay mi, 

shipping offices were wholly unjustified, and they were also satisfied that it was 

not usual for the licensed brokers or Ghat Sevang s" to extort a commission 

from the lasears for whom they obtain employment. They admitted that it was isbs. 

customary for lasears to pay a certain proportion of their wages to the serang 

of their ship, but the custom was discountenanced by the shipping officials and was 

probably on the decline. The practice of recruiting lasears through serangs is 

similar to that obtaining in almost every employment in India for which men have 
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to be recruited in gangs andtbotigh liable to abuse of tbe bind above-mentioned 
the system is populir with the men and advantageous to employers. 

Proposals have been put forward for the amendment of Section XXIII of 
Act I of 1859 which requires that the crews of foreign going ships who have signed 
on at an Indian port must be periodically discharged as soon after the 3()th June 
and the 31st December as the ship returns to port. The result is that twice every 
year the entire crews of all the ships are discharged almost simultaneouslyj an 
arrangement which offers peculiar opportunities for combination among the men 
and is in every way productive of inconvenience. It is now intended to permit 
agreements to he entered into for six months from any date. The proposal to 
legislate at present awaits the Secretary of State’s sanction. 

12. (5) Eurasian and Arab seamen . — Complaint was made in 19C0 that 
Eurasians were being practically debarred from apprenticeship to sea service 
except as common lascars by tbe practice of treating them as “ native seamen ’* 
whom shipping noasters must undertake to repatriate. Ihe Government of 
India informed Local Governments that tbe term “native seamen ’’did not 

ssa Vara ISO/. ’ apply to statutory natives, and that no restrictions should he imposed which 
would prevent Eurasians from being shipped on tbe same terms as Europeans. 
On a fuither examination of the question in 1904 the Government of India 
2>esp. to Secy of recommended the retention of the existing piaotiee of permitting Euiasians to 
8U iee. im. ' diip as Europeans or natives at their option. The Secretary of State agreed 
that this practice might continue, and that, as long as cases of destitute Eurasian 
seamen shipped under British articles were not numerous, it was Unnecessary to 
attempt to enforce claims for the expenses of repatriating them against masters 
and owners. In the case of Arab seamen born at Aden who had hitherto signed 
on Euwypean articles, it was decided that they sliould be required to engarge as 
native seamen with an undertaking for their repatriation. 

13. (c) Deserters . — A question having arisen as to the power of the Indian 
authorities to give assistance in the recovery of deserters from foreign ships 

De»p.from Saey Were issued in 1909 explaining to Local Governfments that the law 

of sta^. m. iz,d conferred no power of arrest in suoh oases, and the assistance given must be 
confined to enquiry as to the whereabouts of the missing men amd report 
of the result to the Captains of the vessels concerned. 

By His Majesty’s Order in Council of 9th October 1903 it was declared, 
that under section 238 (1) of the Merchant Shipping Act, 1894, seamen, not 
being slaves (and not being British subjects), Who within His Majesty’s domi- 
nions desert from, Japanese merchant ships, should liable to be apprehended 
and restored. 

Ea^piosives. —Jxi September 1902 the Government directed that 
ISOS. ’ Port OflBcers, when deciding whether to detain a vessel as unsafe under the 

Indian Mferehaul Shipping Ad, sbotold follewr tlo hwlirtiicfimie segarding the 
carriage of dangerous goods amd explosives which havebeett issuFcd by the Board 
of Trade for the guidance of officers exwoising* the power of detention in 
Ifoglaind. 

13. {e) Eegistra;tion.--Ii was observed in 1898 that* fire effect aflheuew 
English Merchant Shippfng Act of 1894 was to> xhake registration under the 
English Statute compnlsorj’, and to nntfefy the Indfen enactments whieh* had 
enab&d Indian vessels to ohtaih the status of British ships by registrntion m 
taife under a simpler system better suited' to vessels built after tft« 

native flisliieito* A Bill tvas accordingly introduced in I89f to remedy tMe 
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inconvenience, but various objections bave been raised, and it is not likely that 
further action can be taken for some time to come. 

In .T une 3 903 Aden was approved as a port of registry for ships under the Notification No, 
English Merchant Shipping Act, the Resident at Aden being appointed to be ^ 

Begistrar. 

16 Native Ta^isenger Ships . — In Chapter XVI of the summary of Lord 
Lansdowne’s administration it was mentioned that certain recommendations of 
the Native Passenger Ships Commission of 1890 could not be put into effect 
without legislation. It was ultimately found that some of the proposed 
amendments were beyond the competence of the Indian legislature. This 
led to a reconsideration of the proposals, and it was decided that, as the Desp to Secy. <f 
legislative powers which it would be necessary to obtain from Parliament 
were not urgently required for the removal of actual inconvenience or grave 
defect, the question of the further amendment and consolidation of the law 
might be dropped till practical difficulty arose. 

In 1899 a case of overcrowding was reported which the law failed to meet, 
the ship in question having started her voyage from an East African port and 
landed the excess passengers in a Native State before finishing her voyage at a 
British Indian port. It was arranged to prevent this practice in future by 
executive action in co-operation with the Native States concerned and Her 
Majesty’s representatives in British East Africa. 

As regards explosives it has been laid down that the issue or refusal of WoUfieeaion. No. 
certificates for native passenger ships should be determined by the Board of 
Trade rules referred to above, Buies were also issued in 1903 for regulating 
the carriage of petroleum in such ships. These rules were amended in 1904 Dec. isoi. ’’ 
and supplemented by further executive instructions in 1905. Commerce JDe^ 

joartmefit letter Nom 

17. Inland Steam Vessels Act . — The Inland Steam Vessels Act, VI of 1884, 
was amended by Act VII of 1899 with the object of enabling the Government 
to deal with the prevention of collision on inland waters by rules prescribing 
the use of sound signals, the exhibition of lights by country boats as well as 
by steamers, and the methods to be adopted in steering and towing. Buies 
under the new Act were sanctioned for Bengal (except the Hughli) in August 
1900, and for Burma in July 1901 ; and steering rules for the Hughli (the 
navigation of which is in other respects governed by an Order in Council) were 
sanctioned in December 1901. 

18. Indian Steam Ships Act . — On the representation of a steam ship com- 
pany whose vessels plied between Suez and Aden (which though a British 
Indian port possesses no facilities for the carrying out of a survey) the Indian 

Steam Ships Act, VII of 1884, was amended by Act HI of 1902 in order to Commerce Ne- 
enable British ships to be surveyed at a foreign port in this and similar 
tional cases. The Act prescribes that the survey shall be " official ”, and it has 
accordingly been ruled that the acceptance of certificates granted at foreign ^ 

ports by a Lloyd’s Surveyor or a surveyor to any other Begister Society must isos.’ 

be discontinued. 

In January 1900, the Government of India prescribed a revised form of ^ 

certificate of survey for sea-going steam ships. The new form, which was sub- 
sequently slightly altered in April 1900, and again in July 1903, follows closely 
that used by the Board of Trade. In consequence of its adoption it became 

AA 


Deep, to Secy* of 
State, ^ 0 , 429f 
21st Deo. 1899. 
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necessary to alter the form of surveyor’s declaration, and in May 1900 the 
EesoUtim No. Government prescribed a new form also based on that of the Board of Trade. 

19. DecJe and Load Lines Act . — The examination of the rules under the 
Peck and Load Lines Act, XVII of 1891, which was referred to in paragraph 
167 of the summary of Lord Elgin’s administration, resulted in the formulation 
of two distinct sets of rules. The first, which applies only to steam vessels 
and to sailing vessels other than those engaged solely in the Indian coasting 
trade, is based on the rulps of the Board of Trade and has been duly recognized 
by that body. The second set of rnles applies only to coasting sailing vessels, 
which are thus removed from the Board of Trade’s jmisdiction, and permits 
them to load up to the Indian Summer Load Line mark which the Board of 
Trade had refused to recognize in their case. 

In 1905 it was brought to notice that foreign ships had in some cases been 
permitted to leave British Indian ports loaded to a deeper draught than would 
have been admissible had they been British vessels. The Government were of 
opinion that it was part of the duty of the port authorities to ensure that no 
vessel, whether British or foreign, should be permitted to leave a British Indian 
port in an unsafe eondition, and they considered that the standard of safety 
fixed in regard to British ships, and the means prescribed by the Board of Trade 
Gmmsi-ea Be- for asceitaining whether a vessel complies with that standard, should be applied 

pja,T$xx^^ni ivo. ^ 

4SJSrM. St., d. mi to foreign vessels also. Instructions were accordingly issued to give effect to 

ISQSa I « *1 ■ • 

tais decision. 


20. Qonfriflieind of Waf . — During the Jlusso-Japanese war some corre- 
0ommBceee j>o- fpoud^nce tpok place between the Government of India and the Secretary of 

^tate yegarcliug Bussia’s treatment of raw cotton and rice as contraband of war — ^ 
which ipadg it ipapossible tq pompel seamen to proceed with shipa carrying 
such cargo to Japap, It was belipved that the instructions issued to Eussian 
officers were to the effect that these articles should not be treated as contraband 
unless intended to be used for military purposes ; but the question had not been 
definitely settled when the war ended. 

21. Conference of Ohambers of Oommepce . — A oonferenee of delegates 
of Indian and Ceylon Chambers of Oommei'ce met at Caleutfa in January 1905. 
The proceedings were opened by Sir pdward Law, then Einanoe Memhen. The 
Eeselutions passed by the Conference have since been considered by the Gov‘ 
ernment of India in the various departments connemed. 

22. Naiim Bmvidmt ^o^eiieo.’-mA. question unconnected with oustoms 

and shipping remains to be noticed, namely that of legislating for the oemtrol 
ef native provident societies. In 1898*94 an# latfryenw large numbers of 
friendly societies sprang existence, first in Bengal apd affey^ardp in 
Bamhay. ^l|e majority wei»e founded for life inpufanee purpmes But sQBm- 
timea ether henefitaweffftpremiste#, pmal cg#i^thj®e gucieU^ Wfi® eatebt 
liphed on an utterly unsound and in many iustanees ojt a fraudulent Basis, and 
they rapidly collapsed, eapeeially where, as in Bengal, they were eitgesed By 
afpekl action. It was at ane timn pfopaae# tn introduen a BilJ pp tBq lines uf 
the Ei|glish genieties Aet t® p?evide % tBmi mapaggaieut up# gopt!^ 

and a rough draft of such a Bill was circulated for the pf 

l^qyetBments, '9^^ ml4 % the 

qffqntttaHy By mUnn, and it w damde# 

(Par* till the tendeuqietni tBe ipuYPiftent veie n^gre eieaily 

m). igvutef ^ ^ laafc fqw jea?g it has dipd daw ; ^agtigaijy nq logieMes 

axe now created, and most of the earlier ones have ceased to exist. ^ 
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Chaptee V.— Opium. 

1. Production and Export : (a) Behar and Benares Jgenciea . — The 
Royal Oommission of 1893 having advised a more complete development of 
the “ assamiwar ” system of dealing direct with the poppy cultivators in the 
Benares Opium Agency, the Bengal Government v as asked to report on certain 
defects which the enquiries suggested by this recpmmendation subsequently 
brought to light. These defects were : — 

(1) that the cultivators did not attend fuUy for settlements ; 

(2) that recoveries of outstanding balances were made from lamhardaro- 

(middlemen) and other producers on account of the default of 
non-producing cultivators } and 

(3) that the amount of Vhwrohan (scrapings from opium pots) es^apted 

from the cultivators fis the remiuiepation of the lambardara was 
excessive. 

With regard to (1) the Government of Bengal issued instructions oaloula- 
ted to encourage attendance which the Government of India accepted as suffici- 
ent. In regard to (2) the Government of India directed that the lambardara Letter m. ssai- 
should, as a rule, be held responsible for the recovery of outstanding balances 
only in case of dishonesty or negligence on their part, while no cultivator 
should be made to suffer deduction or loss oq account of the non-production or 
insufficient production of his neighbours, unless he had voluntarily accepted 
responsibility. As regards (3) it was decided that no reduction was possible in 
the total amount of remuneration allowed to lambardara^ but that the system 
of levying this remuqeration in the shape of khurehan was open to grave abuse 
and caused serious discontent among the cultivators. Accordingly, on the 
^Recommendation of the Government of Bengal and after reference to the Deep, u Secp. of 
Secretary of StSjte, the lambardqr'a kiurchan was replaced by q consolidated 
commission of 2^ per cent, on the value of the opium received from the 
pulfivfitors, ^ith effect from^ April 1904. The change is estimated to cost tlie 
Government Rs. 3,12,000 per annum. 

The “ intermediate ” system of dealing with poppy cultivators (described 
in paragraph 90 of the summary of Lord Elgin’s administration) was extended, Besp. to Seep. <f 
with effect from 1st September 1901, throughout the whole of the Behar 
Opium Agency, with the exception of the Hazaribagh Sub-Agency where 
the aaaammar system had been definitely introduced. 

In August 1901 the Government of India proposed to transfer the Deep, to Seip. tf 
control of opium affairs in the Benares Agency, so far as cultivation, production lug. mi 
and manufacture were concerned, to the Govermnent of the United Provinces, 
the control of the Behar Agency as well as the arrangements for the sale of opium 
of hpth Ageu-cies remaining as before under the Bengal Government, ^he original 
inteutiq* 'ffaP *9 Emqlgjim^le tb® excise ^nd opiupi admiq|a|ratiQn ip thp 
United Broviupes, apd strengthen the former by utilising the seryioeg of a body 
of offieem whose other duties bring thpip iftto pqnstapt and olqse relation with 
the people. But while oontemplatjqg this furfher reform the Gjoyerumept of 
JqdiA wer^ prepared to recommend the divided control of the twp 
qs justlfted in tfep interests of opium administration alonp. Jliq gperetary of 
Itatp rejeptqd ^h§ whql? ^ gieR^s that, n m wuq 

epneefued, the eiis%g a^ugej^e^tS ha4 tiot hlTIl ?h®^ to he w^is^aqlory 
ia S^etipe, thq oeaih^atie? qf and qpiqut work was opeq tft 
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objection on grounds of principle as likely to expose the officers exercising 
the dual functions to suspicion and unpopularity among the people, and to 
give a pretext for “ the accusation that they utilized the authority derived from 
their close association” (as excise officers) “with the local police and 
magisterial authorities to put pressure on tke cultivators to grow opium.” 


Desjp. to Secy, of 
State^ No, 221^ d, 
2Brd July 190B, 


Zeiter No, 8294- 
Base , d, 2fiik Api %l 
1905, 


In 1903 the Government of India addressed the Secretary of State regarding 
the practice of reserving the appointments of I'actory Superintendent at 
Patna and Ghazipur for officers of the Indian Medical Service. Experience 
had shown that on the one hand suitable medical officers were not always 
available, while on the other the existing practice left no inducement for 
the officers of the Opium Department, who were otherwise fully qualified, 
to acquire the requisite chemical and mechanical knowledge. The duties 
attached to these appointments are of a very varied character, and it is 
essential that frequent changes in personnel should be avoided. The Govern- 
ment therefore recommended, and the Secretary of State agreed, that in 
future the appointments should ordinarily be held by officers of the Opium 
Department, and that officers of the Indian Medical Service should only be 
appointed when no properly- qualified Opium officers were available. Sub- 
sequently suitable tests were prescribed for officers of the Opium Department 
desirous of qualifying for these appointments. 


In 1904 numerous officers of the department memorialized the Government 
on the subject of their pay and prospects which weie regulated by a scheme 
of reorganization introduced in 1897. The Government were satisfied that the 
department was inadequately paid and promotion unduly retarded, and obtain- 
D€tp.to Sfcy 0 / ed the Secretary of State’s sanction to a scheme costing Es. 29,270 a year by 
sitiJtOp'igod,’ ' which the conditions of probationary service were improved ; acting allowance 
was conceded to Assistants officiating as Sub-Deputy Opium Agents; promotion 
to the Rs. 600 grade was accelerated ; and the system of personal salaries was 
extended so as to allow of promotion by length of service up to the Es. 800 
grade. 


The Bengal Opium Commission of 1883 and the Eoyal Opium Commission 
of 1S93 recommended the revision and improvement of the rates of pay of the 
kofhi and office establishments in the Behar and Benares Opium Agencies. In 
of March 1901 the Government of India submitted proposals to this end' involv- 
^fh'Marehmif ^ extra expenditure of Rs 1,25,766 per annum, against which 

was set off a saving of Rs. 29,589 a year due to the withdrawal of the com- 
mission by which these establishments had previously been remunerated. The 
proposals were sanctioned. 


In paragraphs 101,102 and 105 of the iSummary of Lord Elgin’s administra- 
tion it was explained that there had been much difficulty in working up to the 
accepted standard of opium production, * e., 64,000 chests for export, besides the 
dmount required for consumption in British India. As farther experience showed 
S&toiutkn No. standard could not be attained Without an undesirable increase of cultiva- 

de®*®ediU. 1901 to reduce the standasrd from 64,000 to 48,000 chests. 
Recently, however, the OuttUru ha® pifeved dnexpeotedly high and it has been 
Letter No. swf- cte^leled With effect from 1906 to increase the amount to be offered for aalft to 
im. ^ 1(3,800 It has at the same time been laid down that the increased sale 

bi oplmfii < 0 * 1)6 regarded as justifying any extension of the standard ar^ 
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of cultivation. It may be added here that in 1899 the Government discontinued Letter No. 5893- 
the purchase of Malwa opium for export, this having been a temporary measure 1899 . 
adopted in 1891 to supplement the exceptionally low production, in the Behar 
and Benares Agencies. 


2. (6) Malwa opivm . — In July 1896 the pass duty levied on Malwa opium 
was reduced from Bs. 660 to Bs. 600 per chest in consequence of a decline in 
exports. In October 1897 the duty was again reduced to Bs. 600 owing to a 
further falling off in expoits, principally due to the state of the rupee and dollar 
exchange, but partly to scanty crops. Prices immediately fell, and reached their 
lowest point in Bombay in July 1893. From that time they began to rise, and were 
well maintained from September 1899 to 1904. Ihe Hong* Kong prices were 
also high, and the exports to China increased from 17,432 chests in 1897-98 
to 26,718 chests in 1903-04. As it is the policy of the Government to fix the 
rates of pass duty at the maximum amount which the trade can legitimately 
bear, the Government decided, with the sanction of the Secretary of State, to 
restore the duty to Rs 600 per chest with effect from May 1904. 


Telegram to Seev, 
of State* No 259 
A., do 23rd Apttl 
1904* 


3. Opium smoking . — Among their other recommendations the Royal Com- 
mission of 1893 advised (1) that the sale of preparations of opium used for 
smoking should be prohibited in all luovinces, the manufacture and possession 
ot such preparations being allowed only in restricted quantities by private 
individuals for their own use, and (2) that the desirability of taking legislative 
mensures to prohibit the use of premises as smoking saloons either by the 
public generally or by so-called clubs should be considered. Steps were taken 
during Lord Elgin’s administration to give effect to the first of these recom- 
mendations, and it was then decided, with the Secretary of State’s approval, 
to await their result before taking action in regard to (2). In November joesp to Seen, of 
1899 the Government of India informed the Secretary of State that the repres- slaNo^iaio^’ 
sive policy adopted in regard to opium smoking had resulted in some diminu- 
tion of the practice, which might be expected to become more marked in the 
future, and that experience so far did not point to the expediency of special 
legislation for the suppression of private opium saloons. At the same time 
they explained the measures by which they hoped farther to discourage resort 
to these places. The Secretary of State concurred, observing that the present 
law gives considerable powers to the police and to the excise preventive staff, 
and it rests with supervising oflBcers to see that these powers are properly exer- 
cised. 


One of the measures above referred to was the limitation of the aggregate 
amount which a party of smokers might possess to some quantity less than the 
sum of the amounts which the ordinary rules permit them to possess severally. 
In 1901 this measure was authorised in Bengal, the limit for a party being 
placed at 6 tolas, and its extension to tihe Central Provinces and Berar and to 
Burma has recently been proposed. The results of the experiment are now 
being watched. 

4, JProtineial administration : (a) Lower Burma,— -Hke opium regulations 
in Burma differ from those iu force in other parts of India in two important 
respects ; — 

(1) In Upper Burma a Burman is not allowed to obtain opium (except 
for medicinal purposes), audin Lower Burma he is only permitted 
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to do so if lie was registered as a consumer in 1S93, being then 
not loss than 23 yeais of age. 

(2) The maximum quantity of opium whicli a licensed vendor is per* 
mittod to sell during the year is fixed for each shop, being calcu- 
lated according to the estimated number of consumers 

This system of prohibition had been eiif»reed since Us (stablsbmeat 
in 1894 by very heavy opium taxation amounting to double the 1 ea\icst 
scale in ether Piovinces, and by a rigid limitation of the number of shops, no 
more than 21 being allowed for the whole of Lower Burma, that is, one tor 
every 3,500 square miles. The amount which the registered consumer may 
purchase at one time is also limited to three tolas, or about a fortnight’s supply. 
Careful enquiries made in 1898 produced overn helming evidence that the 
attempt to restrict consumption was rapidly and completely hreahing down. 
The registered consumers were too far off the shops to obtiin their supplies in a 
regular manner ; there were also unregistered coiisuineis, probably ten times 
as numerous, whom the prohibitive policy was convertirg into an outhw cla^s; 
opium-smuggling from India, China and Upper Burma was rife ; and opium 
could be obtained in almost every village even when there was no shop in the 
district. The Government of India, while impressed with the grave difficulties 
which these facts foreshadowed, were in favour of maintaining the policy of 
restriction and of taking every possible measure to make it effective without 
x>e< 3 ». to 0 / regard to financial considerations. They therefore proposed the fonowin" 

8tate» No SQbt c?. t i ■»- x t? 

3Ut Aug. 1899 remedial measures 

(Part III, ^age 

(1) Til® abandonment of the system of selling the right of vend by 

auction, which had been found, in the peculiar oircumstauces of 
the province, to tempt the licensees to bid unduly high prices 
and make up for them by illicit dealings. 

(2) The substitution of a system of fixed license foes so regulated as to 

allow the licensees a liberal profit on honest dealings and make it 
worth their while to co-operate with G-ovemment in repressing 
illicit transactions. 

(3) A further attainment of this object by requiring the licensees : 

(а) to keep their shops in Government buildings or in isolated 

premises ; 

(б) to have their stock removed from their own custody at night 

and stored under double locks, one key being kept by a 
Government ofBoial ; and 

(p) to keep their whole stock on their premises during the day- 
time and to refraiu from employing itinerant hawkers to 
push their business. 

(4) The inorease within a moderate limit of the number of sanctioned 

shops, 

(6) The abolition, of the four existing Government sale centres. 

(6) The admission to registration of Buwnan consumers who should have 

been legisteted in X893, hut for some good cause failed to apply. 

(7) Improved preventive arrangements. 

This Jolley was approved by the Secretary of State, with the exception that 
the mcreaae in the numbed of shops was to be first tried experimentally in a 
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limited area. As this restriction threatened to make the whole solieme ineffeo- 
tire, the Secretary of State was again approached and agreed to the number 
of shops being increased to 60, and later to 91. In a subsequent despatch 
the Secretary of State also confirmed the supplementary action taien to bring 

of State, No liOt 

the scheme into effect, the most important of the further measures being : d. isth July 190^* 

(i) the raising of tlie issixe price of Government opium ; (2) the regulation of 
the profit of the licensed retailer under the system of fixed license fees 
by requiring him to sell at fixed rates ; and (3) the creation of a large excise 
establishment for supervising the licensed shops, and for preventing smuggling 
and illicit consumption. 

The increase in the preventive establishments, which was proposed and 
sanctioned as a purely tentative measure, involved a total annual expenditure 
of EiS 3,88,236, or Rs. 3,40,200 in excess of the cost of the existing staff, to which 
must be added a further increase of lls. 60,552 a year on account of the subsequent 
increase in the number of shops f) om 60 to 0] . Not only whs each shop to be super- 
vised by a resident Excise OfiScer on a salary ranging from Es. 160 to Es. 250 
a month, but each district was also to have an itinerant Inspector on similar 
pay, and a Superintendent on Es. 300 to Es. 800 a month. The duties, 
strength and cost of this establishment will be carefully reconsidered hereafter 
in the light of experience. But as the Government of India observed in recom- 
mending these proposals : it is beyond question that the only chance of 
bringing to a successful issue the extremely difficult and doubtful experiment 
we have undertaken lies in the employment of an establishment which is not 
only numerically sufficient, but is also paid at so liberal a rate as to give the 
members no excuse for yielding to temptation.” 

These measures were introduced uith effect from the 1st April 1902. The 
first year’s working showed that they had to a certain extent substituted licit for 
illicit consumption. They had not, hou ever, succeeded in putting an end to 
smuggling, and they had done little to check the consumption of opium by 
persons who were not registered as consumers. On the whole, the Government of 
India did not regard the results achieved as satisfactory or as pointing to & 

ultimate success, but they considered that the experiment should be continued Feb, I90i. 
until it had received a fair trial. 

The report on the second year’s working was received in November 1904. 

The results of this year were decidedly more hopeful and were held to justify sta/Jm, a. 

the continuance of the experiment. In order to ensure its eventual success the •^“3' 
following further measures of reform were advocated by the local authorities : — 

(1) The prevention of the sale of opium to any purchaser in excess of his 

probable consumption or means of purchase. 

(2) A further increase in the number of shops so as to enable consumers 

to obtain a licit supply of opium within a reasonable distance of 
their homes, the sales at small shops for which no suitable 
licensees could be found being conducted through the agency of 
salesmen appointed by the Government. 

(3) A further increase in the preventive establishments so as to provide 

more officers for the detection of hawking. 

(4) The maintenance of these establishments on a permanent instead 

of on a temporary footing. 

(6) The appointment of a Controlling Officer to supervise the Excise 
preventive establishments throughout Lower and Upper Burma. 
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The GoTernment of India approyed the first three and the last of these sug- 
gestions, but detailed proposals are still awaited regarding the second and third. 
.As regards the last they proyisionally sanctioned the dei)utation for one 3 ear of a 
District Superintendent of Police as Controlling Officer, but asked the Local 
Government to consider the question of appointing a provincial Evcise Commis- 
sioner in accordance with the practioc obtaining in all the other larger Provinces 
in India. The reply of the Local Government, accepting this suggestion and also 
proposing the appointment of an officer of the rank of District Suxierintcndent 
of Police as Chief Superintendent of Excise, is still under consideration. 

6. (5) Upper Burma . — After dealing with Lower Burma, the Government 
proceeded to take up the case of Upper Burma, where, as already stated, the 
consumption of opium by Burmans otherwise than for medicinal purposes is 
prohibited altogether in pursuance of the practice of the former native regime. 
The absolute prevention of smuggling in this province would involve the guard- 
ing of the long frontier line between British territory and China and the Shan 
. States, It is admitted that this frontier is too long and too difficult of access to 
be effectively watched, and the introduction of opium by land has accordingly 
been legalized on payment of duty, the efforts of the administration being directed 
to the problem of dealing with it after it enters the country. In 1903 there 
were 36 shops for the sale of licit opium in Upper Burma and a preventive staff 
of one Superinterdeit and four Sergeants, costing Rs. 367 per mensem. The 
Local Government proposed to adopt generally the system sanctioned for Lower 
Burma as regards the abolition of sale by auction and similar matters, and to 
raise the number of shops to 38 (and ultimately to 60), to re-allocate them, 
and to place them under adequate supervision with a preventive staff on the 
Lower Burma scale costing Bs. 24498 per mensem. The Government of India 
felt that they were bound to accept these proposals in principle; that if a 
■De^p. to Seey. o/Serious attempt was to be made to prevent smuggling, the licit demand must be 
siiPPlied and there must be a strong preventive staff ; and that however much 
{Pan III, J,age the Lower Burma scheme might be modified hereafter, it was difficult to see 
how, except after a prolonged trial, it could be appreciably modified in 
its two main principles, the increase of the number of shops and the 
creation of a highly-paid preventive establishment. These measures were 
sanctioned by the Secretary of State provisionally and tentatively, and 
introduced with effect from the 1st April 1901. A report on their working 
is now awaited from the Local Government. Meanwhile, it was reported in 
September 1904 that the number of shops sanctioned for the province was too 
small to place licit opium within easy reach of the authorized non-Burman 
consumers in many localities, while the number of such consumers in any one 
locality was not large enough to justify the opening of an additional shop. To 
remove this incentive to iUicit purchase it was suggested that such consumers 
should be allowed, under cover of special passes, to purchase and possess opium 
for their personal consumption in quantities exceeding the ordinary limit of 3 
proposal was sanctioned by the Government of India, with the 
iw, caution that the greatest care must be exercised in granting the special licenses 

and in fixing the amount of opium purchasable. 

A scheme has been under discussion for some time for the removal of the 
existmg proMbitiou against the export of Tiinnan opium to China vU Burma 
and it was suggested that the Chinese Government should be approached But 

^ addressing the Secretary of state on the subject 

6tA Jan. 1905 . Were strongly opposed to puttmg any sort of pressure upon the Chinese 
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authorities in order to obtain their concurrence, and considered that the advant- 
ages which the scheme offered to trade between Burma and Yunnan had been 
exaggerated. It has recently been decided not to proceed with the proposals. 

6. (c) Madras . — Ihe opium required for the Madras Presidency was formerly 
imported by licensed merchants under pass from Indore. This practice led 
to abuse, and at the request of the Madras Government the Government of 

India, in May 1900, prohibited the private import of Malwa opium and Letter No. zm- 
sanctioned the purchase of Government opium by the Madras Board of ^ 

Revenue from the Bombay store-house. The drug is stored on arrival in 
the Madras Presidency in Government depfits, and thence issued to whole- 
sale vendors aij^ shop-keepers as required. 

7. (d) Bomlay. — In April 1900 the Bombay Government reported upon 
the conditions of the opium administration in that Presidency. During the 
previous three years there had been a steady decrease in the consumption of licit 
opium. It appeared to be highly probable that the habit of eating or smoking 
opium was on the wane, but the chief reason for the fall in licit consumption was 
considered to be smuggling. The Government of Bombay accordingly 
recommended that the special preventive establishments employed at the 
expense of the opium farmers should be formed into a single organised 
force under the general supervision of the Commissioner of Opium, but 
having as its immediate head a Superintendent on Rs. 360—450 a month with a 
subordinate establishment of Inspectors, informers, detectives, sowars, etc., 
numbering 204 men. The duties of the force u ere to be both of a detective 
and a preventive character. The additional cost involved was to be met by 
increasing the contribution of the farmers to one lakh of rupees per annum. 

The Government of India supported the scheme, and it was duly sane- Deep to Se^. ^ 
tioned by the Secretary of State and brought into effect in the first instance 
for a period of five years only. Its further extension for one year wi^h effect 
from the 1st April 1906 has recently been sanctioned. A part of the establish- 
ment employed has in the meantime been tentatively amalgamated with the 
re-organised excise preventive establishments which have been entertained in 
three districts of the province in connection with certain reforms in the 
arrangements relating to country spirits. 

The foregoing arrangements are based on the assumption that the “ selec- 
tion farming ” system of opium vend which is peculiar to the Bombay Presid- 
ency will remain in force. Under this system the opium farmer pays nothing 
for the right of vend, but is required to contribute to the cost of preventive es- 
tablishments. It has however already been modified by the experimental adoption 
ofaseparateshopsystem, with the levy of fees for the right of vend, in ten 
districts, and the Government of Bombay is considering whether the latter 
method should not be more widely extended. 

8 (e\ Bwiab.—ln January 1900 the Government of India pointed out to the Letter No. ys- 
Punjab Government that opium was subjected to inadequate taxation \ntm. 
that province, and two alternative schemes of reform were suggested : 

(a) That the province should look to locally-produced opium as its main 
source of supply, and excise such opium at adequate rates in 
lieu of the small acreage taxation then levied. 

(J) That it should give up the local supply as an adequate source, and 
gradually “tax out” the local supply and rely on imports from 
outside, mainly from Malwa, taxing these at adequate rates. 

00 
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The Punjab Government submitted proposals based on scheme (a) 
August 1902. After further correspondence, a scheme was finally approved 
mh,ai»dNo.ss83^lQ provide for 

im. ( 1 ) concentration of poppy cultivation ; 

(2) the letention of the present acreage tax in areas in which the cul- 

tivation is carried on mainly for the production of poppy-heads ; 

(3) the substitution of a quantitative excise duty in the opium-pro- 

ducing tracts ; 

(4) the storage of the opium locally produced under Government 

control ; 

(6) the concurrent enhancement of the duties on the other descriptions 
of opium consumed in the Punjab. 

The notifications and rules required to give effect to the new arrangements 
are now being settled by the Punjab Government. 

9- (/) TInited T rovinces. — It had been the practice in the United Pro- 
vinces for opium to be sold not only by licensed non official -vendors to whom 
the right of sale had been sold by auction, but also at a fixed price by district 
treasurers and sub-treasurers, who competed at an advantage with the non- 
official vendors in having no vend fees to pay and in obt lining their opium from 
Government at Ke. 1 less per seer than the fixe I issue price for non-officials. 
This arrangement was intended as a check on illicit transactions, but its chief 
effect was to keep the drug below its natural price. At the instance of the 
Government of India the Local Government, in April 1900, withdrew the special 
1899. ' ' rebate of Ee. 1 per s''er throughout the provinces, and in October 1900 abolish- 

ed the system of non-official vend altogether in twelve districts where poppy 
is not grown, and experimentally in seven other districts where poppy is 
grown. 

10. (^) Central Frovinoes and Berar. — In 1903 a committee was appointed 
by the Chief Commissioner of the Central Provinces to enquire into the systems 
of excise admin istiation in force in the Central Provincfs and Berar. The pro- 
posals of the committee in regard to the opium arrangements of the two pro- 
vinces were received, with the Chief Consmissioner’s remarks thereon, in 
April 1905. On an examination of the recommendations made by the com- 
iku&f iVo. mittee it has been decided to introduce the following main reforms : — 

Exc,^ d, 9th 

1905. (1) The importatioa of Malwa opium into Berar is to be prohibited and 

the province is to be supplied with Bengal opium from the Ghazi- 
pur Pactory as is already done in the Central Provinces proper. 

(2) The issue pace of opium in the Central Provinces is to be laised from 

Es. 22 to Es. 23^ per seer and the same rate will be adopted in 
Berar. The opium wall be issued to licensed vendors from excise 
warehouses to be established for the combined storage of opium, 
liquor and hemp dings 

(3) Ihe varying rates at which opium is at present supplied to the 

Peudatory States of the province will be levelled up, and these 
States (with the exception of the Sambalpur Peudatories who have 
been transferred to the control of the Government of Bengal) 
will in future obtain their opium at a uniform rate of Rs 18^ a 
seer. 

(4) 1 he limits of private possession of opium and its preparations -will 

be made uniform in the two provinces and will correspond 
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with, those in force in the other provinces generally. It has also 
been suggested that the sale of preparations of opium by the or- 
dinary licensed vendors should be discontinued. 

(5) The number of shops for the sale of opium, which is at present 
excessive, is to be reduced. 

The main defect to which the committee called attention was, however, the 
prevalence of smuggling. The bulk of the smuggled opium came from 
Central India where (as explained below) an oflScer had already been deputed 
to enquire into the excise arrangements of the N ative States. This question 
therefore could not be fully dealt with until his report was received and con- 
sidered, but in the meantime the internal preventive arrangements of the 
Central Provinces are being largely strengthened. 

11. (^) Native States — In 1896 the Government of India, with the sanction 
of the Secretary of State, organised a temporary detective agency to collect 
information regarding the smuggling of opium from the Native States in Raj- 
putana and Central India into British territory. This special agency in due 
course completed its task of obtaining information, and as it was not organised 
or intended for employment as a preventive establishment, it was abolished 
from the 1st April 1901. The action taken by the Government of India on 
its reports (the earlier steps of which are indicated in a despatch of March ^ 

1899) finally ltd to definite and substantial improvement in the March 1899. 

of the opium traffic with British provinces. Revised rules for regulat- 
ing the cultivation, import, export, transport and vend of opium throughout 
Ajmer-Merwara were enacted with effect from 1st April 1901, these rules 
being again revised in 1904. In Rajputana practically all the States have 
adopted the system of inter-statal passes. Of the opium-producing States, 
four have adopted rules for regulating the cultivation of the poppy and the 
production of opium, six have introduced a system of registration of poppy 
lands and of opium produced therefrom, one is considering the question of 
restricting the production of opium to a limited number of places, another re- 
quires cultivators to sell their produce to licensed wholesale dealers only, while 
three are at present unwilling, for various reasons, to place restrictions on 
cultivation and production. The Jaipur Darbar have raised their import 
duty on manufactured (cake) opium from Rs. 60 to Rs 150 per maund, 
and on crude opium from Rs. 26 to Rs. 75 per maund. Though no such duty 
has hitherto been levied in Alwar (the monopoly of sale in that State being 
merely farmed out to a contractor) the Darbar are considering the question 
of levying a duty in future and of organising a Customs Department to con- 
trol the opium revenue and excise and customs arrangements generally. New 
opium scales have been established at Baran in the Kotah State. In Central 
India, with the exception of Gwalior and Jhabua, where the matter is still 
under consideration, the opium-producing States have introduced a system 
of export and import passes ; the States (other than those in the Bundelkhand 
Agency) which either produce no opium or grow it merely in sufficient quan- 
tities for local consumption, have for the most part taken steps to prohibit the 
import of the drug except on a pass issued by the Darbar concerned, and to 
supplement this action by raising the import duty. In the Bundelkhand 
Agency, where the number of small States and interlacing jurisdictions renders 
the matter one of some difficulty, the subject is still engaging the attention of 
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the Political Agent and of the Darbars. Again in January 1904 the Govern- 
■ment of India amended the Mhow, Neemuch and No-srgong Excise Law so as 
to bring under control the traffic in opium in those cantonments, and in July 
1904 they passed a somewhat similar law for the Indore Eesidenoy Bazaars, the 
Indore Darbar adopting an excise law in similar terms. 

With a view still further to improve opium and excise arrangements 
generally in the Native States of Central India, the Government of India 
deputed a special officer during the cold season of 1901-08 to report on the 
existing position. This officer’s report, which is now awaited, will presumably 
lead to a settlement of most of the outstanding points. 

12. (») Ghandernagore . — The Opium Convention with the Prench Adminis- 
tration at Chandemagore was renewed for five years with effect from the 1st 
January 1899, and again for one year with effect from the 1st January 1904, 
For. Dept, letter and then for two years more. The Government have now sanctioned a further 
fet May iBOsl for five years with some modifications of the previous conditions which 

will more effectively prevent illicit traffic between French and adjacent 
British territory. 


4 



Ciim'Eii VI — Excise. 


1. Introdiiofory. — The principal figures relating to excise revenue and tlie 
consumption of country spirits liave already been noticed in Part I, Chapter 
VI, a fuller account of excise policy and administration being reserved for the 
present chapter. The most irapoi’tant general measures of the period are the 
rec ent restatement of policy ; the constitution of a strong committee to secure its 
being biought into full eifeot ; the improvement of the quality of the country 
spirits in ordinary use ; and the proposals for the readjustment of the taxation 
on country spirits, imported spirits, and spirits locally manufactured after 
European methods. Throughout the seven years there has also been a constant 
advance in the st indards of provincial administration, more particularly in 
Ecngal and the Central Provinces. Special attention is also due to the steps 
taken to check the spread of drunkenness among the tea-garden coolies in 
Assam. 

These measures, as they exhibit vith special cdearness the leading aims and 
practical diiCculties of excise administration, may ■with advantage he described 
at the outset, the uiinor incidents being then examined separately, by pro- 
vinces, under the three heads Country Spirits, EEemp Drugs, and Bum and 
Beer. 

2. Trincipal measures : {a) Statement of excise policy. — In January 1904 
the Honourable Mr. (now Sir E.) Lely, an additional member of the Viceroy’s 
Legislative Council, submitted a memorandum to the Government of India on 
the subject ot the liquor traffic. He did not suggest any change in the policy of 
Government, but urged that its spirit did not entirely permeate to those who 
have to carry it out, and oQored a number of specific suggestions designed to 
discourage the drinking habit and to demonstrate more convincingly that 
Government is on the side of abstinence.” This memorandum was circulated to zetter No. siss^ 
Local Governments with an expression of the Government of India’s concur- 

rence in certain of Mr. Lely’s proposals, especiallj as regards the location 
shops, and a general statement of the principles underlying their excise policy. 

"The following sentences may be quoted: — 

“ It wou'4 be a mattfr of great regret . . . . if it were true, as stated by Air. Lely, 
that the belief prevails generally among the native community that the G-overnmenl: deliber- 

.ately fosters the liquor tiaSic for the sake of the revenue which it pioduc.’s In the 

various general instructions which have been issued from time to ti ue by the Government of 
India the raising of revenue has never been set forth as a primary object of excise administra- 
tion. It is possible, Iiowever, that the spirit oE these instructions has not permeated to all 
the officials ■who administer the exiise laws, and that departmental officers may in some cases 
be led by zeal for the efficient administiafion of their department to regard the revenue de- 
rived from the taxation of spirituous liquors as an end in itself rather than as a means of 
cheeking consumption. The Government of India desire that it may be impressed upon such 
officers that the growth of excise revenue is to be regarded as satisfactory only when it results 
from the substitution of licit for illicit manufacture and sale, and not from a general increase 
of consumplion. To qaoto the words of Mr. Lely, it should be made clear that the Government 

is on the side of abstinence In conclusion .... it cannot be too strongly impressed 

on the administrating officers that the Government policy is to discourage drinking and to do 
all that is possible without undue interference with the liberty of the subject to suppress the 
degrading and demoralizing habit of intoxication.” 

3. (b) Appointment of an Excise Committee. — In September 1905 the 
Government of India appointed a strong Committee tinder the presidency of Sesoiution No. 
Sir J. Thomson, K 0 S L, a member of the Madras Government, and including 

Ili, fage 467y 



118 


expert representatives of the piincipal provinces, to examine the progress of 
Excise Administration in respect of intoxicating liquors and to promote reforms 
therein. The order of reference explained that there was no intention to 
modify the general lines of excise policy which the Government of India have 
enunciated on more than one occasion, and it was recognised that the detailed 
application of this policy in the various provinces depends so largdy upon local 
administrative conditions and upon the character and habits of the people con- 
cerned, that an approach to absolute uniformity is neither attainable nor 
desirable. But it seemed to the Government of India that the diversities of 
system \ihich now prevail are greater than can be justified by such considera- 
tions, and that the experience of one province might with advantage be uti- 
lized elsewhere to a greater extent than has hitherto been the case. As ins- 
tances of matters in u hich reform is specially required in some provinces, the 
Government of India pointed to the large areas still supplied by outstills, the 
crude and unsatisfactory character of some of the local distillery systems, and 
the low rate of taxation of country spirit. The Committee was accordingly asked 
to examine the excise administration of each province except Burma where the 
principal excise problems are connected with opium rather than liquor; to 
consider how far it is calculated to give the fullest practical effect to the Gov- 
ernment’s genenl policy; and to suggest, in consultation with the Local Gov- 
ernments, such alterations as may seem desirable in view of local conditions 
and in the light of what has been found successful elsewheie. These general 
instructions were supplemented by a number of specific suggestions which it 
will not be necessary to recapitulate. It is the intention, clearly stated in the 
order of reference, that the Committee’s enquiries shall he exhaustive, and its 
constitution justifies the hope that its final recommendations will lead to a 
general levelling up of the standard of efficiency in the provinces which are now 
least advanced, and to a closer approach in practice to the principles and policy 
which the Government of India have laid down. The Committee assembled in 
Madras on the 1 6th October, 

4, (c) Enquiry into th<i quality of country spirits. — The Government have 
had under separate consideration the question whether measures cannot he adopt- 
ed to secure an improvement in the quality of the country liquor which is sold 
throughout India. But they have been confronted with the difficulty that little 
or no information exists as to the particular constituents which possess noxious 
properties, the quantities in which each is ordinarily present, and the degree in 
which their toxic effect is modified by the processes of manufacture. Nor are 
there any recognized tests by which the quality of liquor from t^iis point of view 
can be determined, readily and with piactioal accuracy, by an unskilled operator. 

3514- The Government have accordingly deputed an olBcer of the Indian Medic »1 

1904 {Part III, Service to investigate these questions on practical lines. The enquiry has been 

paffediS). somewhat prolonged owing to the scientific difficulties involved and the multi- 
plicity of materials and processes m use in different parts of the country, but 
an ad interim report already submitted showa that results of practical value 
may eventually be expected. 

5. (d) Enhancement of the duty on imported spirits. — In April 1905 

WA Government of India consulted Local Governments on a proposal to raise 

ms. ' the tariff rate of duty on spirits imported into India by sea. It was observed 

among other arguments, all pointing strongly to the desirabiUfcy of such a 
measure, that the taxation on country spirits had in a largo number of cases 
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risen above that levied on imported liquor, with the result that it was becoming 
impossible to tax tbc country liquor in ordinary use among the populations of 
India as highly as considerations of temperance required. It was accordingly- 
proposed to raise the duty on imported spirits from Rs. 6 to Rs 7-13-0 per 
proof gallon. With a single exception, the proposal was accepted in principle 
by all the Local Governments, but it was suggested by some of them that a 
smaller immediate enhancement would be more suitable. The Government of 
India were of opinion that on the merits of the case the duty might legitimately 
be fixed at Rs. 8 ; but having regard to the facts that this would involve an, 
increase of 13 per cent, on the present rate and that previous enhancements had 
been at the rate of one rupee only they decided for the present to limit the pro- 
posed addition to this amount. It has accordingly been decided to ask the Secre- 
tary of State to sanction the enhancement of the rate to Rs. 7 a gallon, and to 
authorize the Government to undertake the necessary legislation. The en- 
hancement will involve a corresponding increase of the duties levied on 
liqueurs and perfumed spirits and of the excise on spirits produced in India 
after European methods and made up to resemble foreigu liquor. 

6. (e) Readjustment of the taxation on — In January 1904 the- 

Government took up the question of removing certain disadvantages from which 
the rum industry in India was alleged to suffer, and consulted Local Govern- 
ments on the following points : — 

(i) Whether the policy pursued in respect of spirit manufactured in India 
after European methods had the effect of discouraging the local industry. 

(ii) Whether it hampered the sugar-refining industry. 

(iii) Whether it encouraged the consumption of cheap imported spirits, 
thereby displacing the local product which had also to face the competition of 
“ country spirit ”, 

Prom the replies received it appeared that the Local Governments generally 
were not in favour of any reduction in the duty on rum and that no such reduc- 
tion would he compatible with the policy of regulating the import and excise 
duties on spirituous liquors with direct reference to the taxation levied on 
country spirit. It was also found that the Indian distiller of European spirit 
w'as not handicapped in his competition with foreign liquor. But at the same 
time it was observed that plain spirit manufactured in India by Euro- 
pean methods was not sold in all provinces under the same conditions and 
subject to the same rates of duty as were applicable to ordinary “country spirit.^’ 

It was considered that equality of treatment w'ithiu the same provincial limits 
would afford a starting point for the provision of country spirit by large 
and well equipped distilleries in provinces where the crude indigenous 
methods of manufacture still obtain, and would thus be highly advantageous 
from the administrative point of view as well as to the consumer himself. The 
Governments of provinces in which the sj stem of equal treatment was not 
already in full force w-ere accordingly asked to report to what extent they would 
he prepared to extend or introduce it, and then replies are now awaited. 190 s. 

7. Rrovincial administration: (a) Bengal . — The amendment of the Bengal COtrHTK-s- 
Excise Act, 1878, was originally approved by the Government of India in 1896 spirits, 
with the object, among other improvements, of enabling the Local Government 
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to introduce the Madras tiee-iax system of turi revenue. This sclieme was 
subsequently dropped, as it was found to be unsuitable to the conditions of 
Bengal. But it was decided to proceed with legislation on other grounds, one 
of tliese being the supposed necessity for regulating the trade in cheap German 
spiiit. Further enquiry on the last point appeared to shown that this spirit is 
not, as has been commonly thought, unfisually deleterious, and regulation will 
therefore be confined to the licensing of the process of bottling, the object in 
view being to prevent deception in connection with the sale of such spirit but 
not othervnse to restrict its consumption. In July 1902 the Government of 
Bengal submitted a revised Bill which w is approved in 1903 and introduced 
in the Bengal Legislative Council. But the Select Committee to which the Bill 
was referred made some important amendments specifying the manner in 
which local opinion as to the sites of liquor shops should be consulted. At 
present the reference to public opinion on such matters is regulated only by 
executive rules and instructions, and largely depends, as the Local Government 
pointed out, on the idiosyncraeies of individual officers. It as proposed to 
incorporate in the Bill definite provisions requiring reference to Municipal 
Boards and creating a system of appeal aeainst the recommendations of local 
officers. The Government of India, to whom the Bill was again referred in 
April 1901, declared their unre'crved acceptance of the policy of giving full con- 
sideration to the honest and reasonable objections of the public, and of ascertain- 
ing local opinion in some more definite and systematic mode than is now general- 
ly adopted. But they saw serious practical objections to tlie formulation of 
precise regulations in a statute and in particular to the special i)rooedure de- 
Letter No. 6808- fined iu the Bengal Bill ; and the Bill was accordingly re urned for a revision 

Nie., d. 30th s^. £ proposals on broader lines which the Government of India’s letter laid 
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:page44^. dowQ. Their suggestions were generally ac^'epted and a revised Bill giving 

effect to them is now' under consideration. 


In 1S9S the Government of India pointed out to the Government of 
Bengal that the low incidence of the revenue derived from country spirit in the 
distillery areas as compared with the outstill tracts indicated the prevalence of 
illicit practices on a considerable scale, and invited the Local Government to 
consider a number of remedial measures. The reform first undertaken was the 
fbi, f strengthening of the excise preventive establishments, which was sanctioned 
im Dee. 1901. increased annual cost of Es. t6,418. Subsequently it was decided 

gradually to introduce throughout Bengal spirit manufactured after improved 
European processes, and to abolish the outstiUs except in a few isolated and 
sparsely peopled tracts. The Excise Commissioner of Bengal was accordingly 
deputed in May l‘904 to study the working of the country spirit excise sj stems 
in the Madras and Bombay Presidencies. As a result of his enquiries it has 
leuer No. 8089- been decided to introduce the “ contract distillery system,” which is in force in 
:E^^d,soti j^adras, inio the Midnapur district and the districts of the Orissa Division 
Letter No. 6S9- with thc exception of Angul, as an experimental measure, and to extend the 
Jm.’msf system later on to other tracts if it is found to he successful. When the 
new arrangements have been f uUy introduced, it will probably he necessary to 
effect a further strengthening of the preventive establishments and to improve 
their organisation. 


8. (i) Central Trovinees and Berar . — Eeferenoe has already been made 
in P4rt II, Ohhpter V (Opium) to the appointment of a Committee in 1903 to 
enquire into the excise administration of the Cfentral Provinces and Berar. 
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As a result of its recommeadations the following reforms relating mainly to JLetter No. i9i7- 
country spirits have been or will shortly be latroduced : — ison. 

(1) The bulk of the outstill areas in the Central Provinces will be gradually 
converted into distillery areas and the existing distillery systems will be 
improved on the model of the contract distillery system in force in Madras. 

In Berar the latter system had already been introduced in 1899 into 13 out of 
22 taluqs, and its extension to the rest of the province w'as sanctioned with effect 
from the 1st April 1905. isos’. 

(2) Por areas left under outstills in the Central Provinces, it is pinposed 
that there should be a reduction in the number of shops, the capacity of the 
stills being limited and the working houis prescribed. The number of shops 
in the distillery areas is also to bo limited. 

(3) The manufacture and sal^- of beer wi'l be subjected to better control; 
and the same action will be taken in regard to the sale of “ foreign liquors ’* 
generally. The possession and sale of methylated spiiits will also be regulated. 

(4) Steps will be taken to encourage the sale of ta^'i (which is a oompaia- 
tively innocuous drink) in preference to distilled liquor, and at the sime time 
to subject it to adequate taxation On the understanding that local conditions 
are favourable, the Government of India have agreed to the esperimental 
introduction of the tree-tax system in one district of Bei ar. 


(6) Influence will he brought to bear on the ?amindars of the Central Zettpy No. 3460 - 
Provinces, through the district office’ s, with a view to the reduction of shops 
and stills in their zainindaris, and as soon as the revision of the excise arrange- 
ments of the province generally have b Jen completed the zamindars will be 
moved to revise their arrangements on simil »r lines. The sime action will 
eventually he taken in regard to the Feudatory States, and meanwhile the 
management of outlying poitions of these States which are surrounded by 
British territory will be taken over by the Government. 


(G) The preventive establishments both in the Central Provinces and to Seoy of 
Eerar had already been strengthened. A further addition will be made involving igog' 

eventually a total net additional expenditure of Bs. 1,00,188 a y( ar. 

(7) The Excise Act, 1898, which is in force in the Central Provinces, has cation No. 
been applied, with the necessary modifications, to Berar, and the special 
and Hemp Drugs Laws enacted for that province in 1897 have been repeah d. 

The Committee’s proposals for the improvement of hemp drugs administra- 
tion will be found in paragraph 25 of this chapter. 

9. (c) Jssam.-^ln. 1902 the Chairman of the Assam Branch of the Indian Tea 
Association submitted to the Chief Commissioner of Assam a memorandum 
arraigning the w’orking of the excise system in that piovince and suggesting a 
number of remedial measures. With the memorandum was included a collection 
of evidence rel'iting to the spread of drunkenness among the tea garden coolies 
to the defective supervision of the outstill system which was in force 
throughout Assam. These complaints were very fully investigated by the Chief 
Commissioner who found himself able to adopt many of the suggestions put for- 
ward. The Government of India to whom the question was then referred 
supplemented the Chief Commissioner’s action by further measures, the most zetter No. 201 s. 
important of these being the experimental substitution of the central distillery i904 {p^c!rt 
system for the outstill system in a selected district ; the increase of the staff oi 
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Excise Inspectors from llirce to eight ; and the reduction of the maximum limit for 
retail vend from six to tliree bottles. The gravity of the problem was unreservedly 
admitted by the Government of India, but its practical solution is a matter of 
extreme difficulty. The garden coolies are to a large extent recruited from drink- 
ing castes and tribes, though the drinking habit may remain undeveloped till 
brought out by the possession of ready cash. Assam is very spai*s(dy poimlated, 
communications are defective, and the opportunities for illicit distillation un- 
limited. The outstill system, n ith all its dis id vantages, has therefore been almost 
inevitable, and indeed the planting community themselves have not advocated 
fox&w. o/ any radical or universal change. 'I’he Government of India, as they observed 
fitl "' triing to feel their way to the introduction of a 
4 ^ 6 )^ better system, but meanwhile “ the main path to reform lies in more systematic 

inspection and closer control oyer the liquor shops” which the foregoing 
measures and the co-operation of the planting community will ensure. The 
Secretary of State concurred in this policy, and the correspondence, which had 
attracted widespread attention, was published for general information and also 
circulated for the guidance of Local Governments and excise officials as an 
authoritative statement of the policy of the Government of India in respect to 
the important general questions which the discussion had raised. 

^ „ 10. (d) Bombay and Porhtguese India . — At the instance of the Government 

letter No, 946 ^ 

Er,d.ieth J’ei. of India, the Bombay Government have considered the quostiou of modifying 
the “ district monopoly system ” which regulates the manufacture and vend 
of country spirits in the greater part of that province. Under this system a single 
contractor, selected hy the Commissioner of Abbari, is given the monopoly of 
manufacture and vend throughout an entire district or other area. The con- 
tractor pays still-head duty on liquor issued from the distillery and engages that 
the sum so paid shall not fail below a fixed annual minimum whatever the 
quantity of liquor aetually sold. He is also required to maintain a suitable 
preventive establishment at his own cost. This system, which has been found 
to lead to loss of revenue and to give undue power to the contractors, has now 
been tentatively abandoned in six districts, the rights of manufacture and retail 
vend being dissociated and auctioned, and the “ minimum guarantee ” being 
abolished except in two districts where it was urged that the facilities for illicit 
distillation rendered it necessary to require a modified form of guarantee from 
the retail vendors. The experiment has necessitated a considerable increase in 
the Government preventive establishments. 

In 1892 the Government of India after prolonged discussion sanctioned 
the introduction of the hlhowra Blowers Act, 1892, by which power n as taken 
to restrict the traffic in mhowxa flowers in the districts of Thana and Kolaha. 
This proscription of an article which has a legitimate use as food was an unusual 
step, justified by the facts that in the districts named the flowers were aetually 
used almost exclusively for illicit distillation ; that such illicit distillation was 
universally practised ; and that drunkenness was consequently rife. In 1903 
the Local Government proposed to extend the measure to the Broach and Nasik 
districts and a part of Surat. It was demonstrated after further enquiry that the 
same conditions existed in these areas, and the Government of India accordingly 
Letter No. 6319- accepted the proposal to which effect was given in 1905 by an amendment of 
^ ^‘’^the Bombay Abkari Act, 1878. 

The denunciation in 1892 of the Goa Treaty of 1878 dissolved the agreement 
by wbich tbe Government of Portuguese India undertook to assimilate their 
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cxcii.e system to tliat in force iii tlie Presidency of Ijoinbay ; ‘incl t!i(‘ Portugucio 
Administration appear to liaye subs 'quently permitted tbeir excise licensees to 
distil liquor to an extent far in excess of their legitimate requiienients, and to 
dispose of the spirit at prices much lower than those current in the adjoining 
distruts of British Indis. No effective measures were taken by the Poituguese 
Government to prevent the smuggling of liquor into Biitish territory, and the 
na.ure of the country was such that the illicit traffic could not be checked to any 
appreciable extent by the exertions of the Biitish officials. The Government of 
Portuguese India were addressed on the subject on several occasions, but these 
representations proved ineffective. A possible remedy lies in the prohibition of 
the export from British territory of the raw materials from which liquor can be 
distilled, but before resorting to measures of this nature the Government of India 
addressidthe Secretary of State with the object of arriving at an amicable For. Dept Deep. 
settlement by means of negotiations between Ilis Majesty’s Government and dfstfslp. 

the Portuguese authorities in Europe. A reply to this reference is still awaited. 

11. (e) 2/arfras.--Prior to April 1901 what was known as the “ private dis- 
tillery system ” was in force in 17 of the Madras districts. This system was 
one of free compctilion among distillers subject to the payment of tiie pre- 
scribed rate of excise duty. Not only was raaoufacture separated from sale, but 
tlicre was no exclusive privilege of manufacture in any of the areas over which 
the systeoa extended. It was found, however, that the private distillery 
system lent itself alternatively to violent competition with an undue cheapening 
of the price of liquor, or, in the event of combination among distillers, to 
strict monopoly and the possible encouragement of illint traffic as a result of 
the excessive enhancement of the price of the licit spirit. The Madras 
Government accordingly proposed, and the Goveriim'‘nt of India with some 
reluctance assented, to the at’olition of the private distillery system with effect zetier No 1S4U~ 
from the 1st April 1901, in favour of the “ contract system ” under which soth March 
the exclusive privilege of manufacture and supply throughout a specified area 
is disposed of by tender, the successful tenderer engaging to supply the retail 
vendors in his district with country spirits at fixed rates. The change has 
proved successful from a revenue point of view, and the Government of India 
have agreed to the continuance of the new arrangements till the end of 1903-07. 

12 (/) United Provinces . — In September 1898 the Government of India 
approved certain measures for the improvement of excise administration Letier No 4142- 
in the United Provinces of Agra and Oudh. These measures h&vefsgsf' 
since been generally carried out- The more important were: (1) the 
concentration of the business of distillation and improved mothods of 
manufacture ; (2) the enhancement of the rates of still-head duty ; 

and (3) the strengthening of the local excise preventive establishments. In 
connection with the first of these measures it was decided to equip one 
of the Government central distilleries at the expense of Government with 
an improved apparatus of a kind not hitherto employed in tlie province, 
the experiment being intended to lead the way to the adoption of similar 
stills by private licensed distillers on their own account. To facilitate the 
working of the experiment and the introduction of other reforms the 
Government of India, with the approval of the Secretary of State, sanctioned Deep, to Seey of 
in 1903 the appointment of an expert Assistant to the Commissioner ot 
Excise for a period not exoosding two years (which has since been extended 



124 


by six montbs), tbe officer selected being an Inspector in tbe Salt, Abkari and 
Customs Department of the Madras Presidency. 

13. {g) Until the end of 1904-06 the only method of supplying 

country spirits in Buima was the out still system. Jn 1905-08 the Local 
Gorernment introduced experimentally into certain selected tracts a central 
distillery system based on the district monopoly system of Bombay. The 
Glovernnrent of India took exception to the extension of this system with the 

1^05. accompanying “minimum guarantee ”, and it has been decided to substitute 

other arrangements the consideration of which is now pending. 

14. (h) Bangalore —-The system of excise in the Civil and Military station 
of Bansralore having been found to be unsatisfactory, the Government of India 
in 3897 sanctioned the deputation of a special officer to report upon it. The 
enquiry has since led to the following improvements : (1) the adequate and 
independent supervision of the supply and distribution of arrack obtained from 
the Mysore Dai’bur’s distillery in Bangalore City; (2) independent arrangements 
for obtaining revenue from toddy by means of a tree tax and the sale of vend 
licenses ; (3) the adequate regulation of the manufacture of beer which had 
previously contained an undue amount of alcohol believed to be obtained from 
smuggled arrack ; (4) more comple'e legulation of “foreign liquor” shops ; and 
(6) improved ganja and opium arrangements. The execution of these reforms 

Desp. /(j oy iiivoh ed the maintenance of a separate excise preventive establishment costing 
fm’Mayim. 12j 662 per annum, which was duly sanctioned by the Stcretary of State. 

In 1903 the Excise Act, 1896, as applied to the Civil and Military station, 
was modified in certain lespects, and revised rules relating to hemp drugs and 
spirits were framed under the Act as modified, and published in January 
1904. 

15. Miscellaneous : (a) Methylated spirit . — Methylated spirit when ren- 
dered effectually and permanently unfit for human consumption pays a duty 
of only 5 per cent, ad valorem, in lieu of the much higher Customs and 
Excise charges on potable spirit. In 1597 oaoutchouoination was suggested to 
Local Governments as an effective method of rendering methylated spirit non- 
potahle. But in 1899 the Bombay authorities discovered that this method 
might be defeated, and after consulting the Loc d Governments and ascertaiu- 

Sesoiution jvo. ing the English practice, the Government of India directed that, when there 
was reason to believe that the denaturalisation of methylated spirit by caout- 
choucine was being circumvented to the detriment of the revenue, the English 
method of using crude wood-naphtha supplemented by mineral naphtha should 
be tried. The Government of India also prescribed the English method of licens- 
ing and inspection, and directed the imposition of a limit beyond which persons 
not specially licensed should not be allowed to possess methylated spirit for 
their private use. In J une 1905 they instituted a further enquiry into the 
possibility of intloduoing a better system of denaturalization. 

16. (5) Cocaine . — In the early part of 1900 the attention of the Government 
of Bengal wras drawn to the somewhat extensive sale of cocaine in Calcutta. It 
was alleged to he sold by native tobacconists and betel-sellers and in opium 
smoking saloons, and to be used as a narcotic by men, women and even boys. 

Leiin-from Govt. To prevent the spread of this habit cocaine was declared by the Local Govern- 
mi to be an “ intoxicating drug ” for the purposes of the Excise Law, and 
hh. 1903. steps were taLen in 1902 to prohibit its sale except for bona-fide medicinal pur- 

poses by restricting the right of vend to duly licensed chemists and druggists. 
Similar action has been since taken by the Governments of Bombay, Madras 
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and Burtm, and legislation has recently been undertaken in the United Pro- 
yinces with the same object. 

17. (c) Employment of European haf'maUh.—lxilQQZdiMdLl^Oith.Q'ExQhe 

Acts in force in Bengal and Burma were amended so as to provide for the 
control of places which are licensed for the sale of liquor, and in particular to Some Dept, uu 
enable the Local Governments to prohibit the employment of European ^ 

barmaids in Calcutta and Bangoon. 1902. 

18. (d) jd-tnendment of the JSccciee Aot^ fSSd.—The question of amend- 
ing the Northern India Excise Act (XII of 1896) was raised by the Govern- 
ment of the United Provinces in 1903 and has been for some time under dis- 
cussion. In 1904 the Government of India consulted the Governments of 

other provinces to which it applies (the Punjab, Burma, the Central Provinces mi ' 
and the North-West Frontier Province) and on a consideration of their replies 
it V as decided to refer the matter for the opinion of the Excise Committee. 

19. Memp Drugs Commission^ 1893 . — The report of the Hemp Drugs Com- hemp BEuas. 
mission of 1893 led to the reform of hemp drugs administration throughout India. 

The cultivation of the plant was controlled and centralized, the traflSc in hemp 
drugs was regulated, adequate quantitative taxation was imposed and the 
amount which could be legally possessed was restricted. The account of these 
measures belongs for the most part to the history of Lord Elgin’s administration, 
but they are again briefly summarized by way of explanation of the supplemen- 
tary measures about to be noticed. 

20. Production in JBengaL — In June 1900, the Government of India laid Letter So. i(ff^ 
it down that the maximum area under ganja cultivation in Bajshahi, one of the ^ 3 . ^ 

great producing centres, should not be allowed to exceed 976 acres without 

their previous sanction. In January 1904 a special officer was deputed by the 

Government of Bengal to report upon the system of cultivation, manufacture and 

storage of ganja in that district. As a result of his recommendations the xe«er No. 2179 - 

duty on the different varieties of Bengal ganja has been equalised and various 

other reforms have been effected or undertaken in the system of licensing the 

cultivation of the drug and of packing and storing it, and in the measures 

adopted for the prevention of smuggling. 

21. Import from Central Asia.—Jjeli. is the place at which all or most 
of the Central Asian charas, whether licit or smuggled, concentrates before it 
finds its way into Kashmir or the Punjab. Routes are prescribed by which 
alone the charas can be legitimately admitted into the Punjab, but it was 
brought in surreptitiously by other routes j and fn the absence of any proper 
system of check or record at Leh, it was impossible to get on the track of sys- 
tematic smuggling. The Punjab Government accordingly proposed in 1903 to 
establish a warehouse for the storage of charas at Leh under the charge of a 
special officer, to require all charas arriving there from Yarkand to be deposited 
in the wareheuse, and not to allow it to be passed! Hxenoe for consumption in 
British India or the Kashmir State except under cover of a pass. These pro- 
posals wej;© tentatively sanctioned for a period* of two years in January 1904, Letter No. isr- 
and watelwuse was established after the nee^sary arrangements had haen 

made with the Elashmir Darbar. 

The Wahtai of Chit^ has. also agreed to levy a heavy duty on charas 
passing, throt^h his terrijiory with the .©bgeoj;, of p^reventjaig smuggliBg into 
India by that route j and the Kaabmic DaarW haa. also raised its- rates. 



126 


22. Provincial administration :(«) Various changes in rules and ratos.-^Thc 
system of hemp drugs administration being of recent origin, there have been 
many changes in rules and rates of duty. New or revised rules have been issued 
in the Punjab, Berar, Coorg and Baluchistan ; and the rates of duty on one or 
other of the different forms of the drug have been enhanced in practically 
every province. 

23. (5) Bombay. — The recommendations of the Hemp Drugs Commission 
could not be fully applied to the Bombay Presidency till the Bombay Abkari 
Act, 1878, was amended in 1901. The adoption of the general measures of reform 
necessitated a revision of the arrangements with the Bombay Native States* 

proposals of the Local Government being accepted by the Government of 
idh Sep. im. ’ India in September 1903. Subsequently, to prevent smuggling from Hyderabad, 
it was suggested that the Nizam should be moved to assimilate the system of 
hemp drugs administration in Hyderabad territory to that obtaining in Bombay ; 
and the Government of India directed that the Commissioner of Abkari, Bom- 
ithMea-ehimi. ’ bay, should personally discuss the measures to be suggested to the Nizam’s 
Government with the Resident at Hyderabad. The results of this consultation 
are awaited. 

24. (c) Burma. — The Hemp Drugs Commission also recommended that the 
supply of hemp drugs to (non-Burman) natives of India residing in Burma, 
which though legally prohibited is carried on illicitly, should be recognised and 

^controlled, and a scheme to give effect to this recommendation was submitted 

KytCbtCf jN0» 00^1 tie - _ - 

loth i^ove 1898. by Lord Elgin s Government in November 1898. It was not, however, 
unanimously supported by the Members of the Executive Council, and in view 
of this fact and of the strong opposition of native Burman opinion the Secretary 
of State considered it inadvisable to withdraw the existing prohibition which 
had then been in force for over 25 years. 

25. (d) Central Provinces and Berar.— Xs a result of the enquiries made 
by the Central Provinces Excise Committee of 1903 it has been decided to in- 

following reforms in the hemp drugs arrangements of the two Pro- 

1905. ’ vinces 

(1) Extension to the Central Provinces of the system of free supply oiganja 
obtaining in Berar under which the wholesale licenses are granted free of charge 
to applicants who may be themselves retail vendors ; concentration of the area 
under ganja cultivation ; the exercise of stricter control over the cultivation, 
manufacture, transport, issue and sale of the drug within the provinces and 
over its supply to the Eeudatory States ; enhancement of the duty within the 
provinces and the levelling up of the rates at which it is supplied to the 
Eeudatories ; and lastly, the adoption of measures to prevent smuggling from 
the adjoining British provinces and Native States. 

(2) More adequate control over the import and sale of bhang ; prohibition 
of the sale in Berar of the so-called * local bhang ’ or refuse ganja j and the 
enhancement of the duty from R. 1 to Rs. 2 a seer. 

(3) Regulation of the import and sale of charas, and reduction of the duty, 
which was at a rate calculated to encourage smuggling, to the level obtaining 
in other provinces. 

BUM te BEEB. 26. Supply of rum and beer to froqps.— In 1897 the Government of India 
decided to discontinue the issue of duty-free rum to soldiers in India whether 
British or Native, and directed that the selling price of mm should be raised by 
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two annas a reputed quart of about one-eighth of tlie normal duty, and that 
this duty should subsequently be gradually enhanced. The measure was extend- 
ed in the following year to Sikhs and Gurkhas serving in the Burma Battalions, 
in the Upper Burma Military Police, and in the Military Police force stationed 
in the Arakan Hill Tracts. The duty was again enhanced in 1899 by 12 annas 
a proof gallon, and in 1900 it was further increased to B,s. 2. The main obstacle 
to any considerable further enhancement lies in the danger that it mijidniQod.ank 
encourage the soldier to consume the less wholesome native spirit. 

The contracts with Indian brewers for the supply of malt liquor to 
British troops in the Punjab and Bengal Commands and the Quetta District 
were renewed for a further period of five years, with effect from the 1st Jan- Ml}/. D^t. letter 
nary 1903, on the existing terms supplemented by provision for a possible sm 8^. hoi. 
increase in the rate of excise duty. 
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Cha-ptbb VII. — Salt. 

1. Introductory . — Tbe principal events of the period are the double reduc- 
tion of the salt duty and the appointment of a Salt Committee to examine 
certain questions relating mainly to salt administration in Bombay and Northern 
India. These measures will therefore he noticed first. 

2. Principal measttres : (a) 'Bcdwtion, of duty . — ^In March 1903 the duty 
Botijiciaim m. on salt was reduced generally from Rs. 2-8-0 to Es. 2-0-0 a maund except ia 

Burma and at Men where specially low rates of duty were already in force. 
The duty on Kohat salt was at the same time fixed at Ee. 1-8-0 per Indian 
maund of 82f lbs. avoirdupois, in lieu of Es, 2 per Lahori or Kohat maund 
(102^1 lbs.), and the duty on Mandi salt was reduced from 71 annas to 6 annas 
a maund. In March 1905 the general reduction from Es. 2-8-0 to Es. 2-0-0 
NoUfieation UTo. was followed by a further reduction to Ee. 1-8-0, and the duty on Mandi salt 
"v^as correspondingly reduced to 4 J annas, other special rates remaining un- 
changed. These measures have been further noticed in Part I, Chapter VI. 
As the rates of duty on Cis-Indus and Kohat salts were thus assimilated, it 
Notification No. became possible to remove the restrictions which had previously been required 
^ prevent the smuggling of Kohat salt across the Indus. 

3. (&) Salt Committee . — In 1889 the Secretary of State suggested that the 
Government of India might consider the question of placing the salt adminis- 
tration throughout India tmder the control of a single Director, but the scheme 
was then negatived. In 1901 the matter was again considered, the proposal in 
this case being to amalgamate the administration in Bombay and Northern India. 

Sesoiution No. The Government of India decided to refer the question for investigation by a 
Augfim.’ small committee of officers possessing special knowledge of salt administration ; 

and the opportunity was taken to include in the reference the following 
further questions ; — 

(I) The expediency or otherwise of amalgamating the Bengal Salt 
Department wdth the Northern India Salt Revenue Department. 

(II) A proposal, which had been more than once pressed by the Madras 
Government, to make the retail sale of salt by weight compulsory 
in that Presidency. 

(III) The question of restricting the production of light large-grained 

salt. 

(IV) A proposal to provide for the introduction into Assam of an Inland 

Bonded Warehouse System ; and other questions connected with 
the transport of salt in bond and the wastage allowance for bonded 
salt. 

(V) The question of the supply of duty-free salt to the States of Travan- 

core and Cochin. 

(VI) The question of the sale of salt by Government agencies in the 
Bombay Presidency, and the system of supply in Bombay and 
the Deccan. 

The committee submitted its report in March 1904. On its advice 
the Government of India decided not to proceed with the amalgamation of the 
Bombay and Northern India Departments ; and though at first disposed to 
approve the committee’s recommendation to transfer the administration of salt 
revenue in Sind to the Northern India Salt Commissioner, they have since 
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agreed, in deference to the views of the Local Government, that the control 
shall continue to be vested in the Commissioner in Bind who will be provided 1906, 
with an adequate establishment, under a special Assistant Commissioner, 
dealing conjointly with Salt, Opium and Excise. The Government of 
India have also accepted the committee’s recommendation to abolish the 
system of requiring a license for the retail sale of salt in Sind except in areas in 
which the danger of illicit practices is extreme ; and they have issued instruc- 
tions for the readjustment of prices at the producing centres in Sind and at the 
Sukkur depdt. Of the other proposals stated above the first and second were nega- 
tived. It was decided that the present method of producing light salt in Bombay 
was not injurious to the revenue aud might be continued with a few minor safe- 
guards suggested by the committee. As regards bonding arrangements generally, 
the Government of India have decided, with the concurrence of the Bengal 
Government, to accept the principle laid down by the committee that no new 
inland bonded warehouse shall be established unless salt can he conveyed to it 
direct by water from the source of supply. Where transit is by rail dis- 
tribution can be more conveniently stimulated by a credit system such as 
obtains in Madras and Bombay, and steps are about to be taken for the intro- 
duction of such a system throughout Bengal. The Government also approved 
generally some suggestions relating to the substitution of public for private 
warehouses, and to the exercise of greater stiingency in regard to wastage 
allowance. In the case of Assam it w'as found that there was no real demand 
for public bonded warehouses and this proposal was accordingly dropped. The 
questiou of establishing private bonded warehouses in riverain tracts was 
deferred till the formation of the now province of Eastern Bengal and Assam. 

As regards the fifth question, the committee advised that subject to 
slight modifications in detail the present arrangements with Travancore and 
Cochin do not require revision, and this view was accepted by the Govern- 
ment. The committee’s examination of the sixth question has led, after 
further reference to the Local Government, to the introduction of free com- 
petition in the tracts previously served on a monopoly system by Government ms. ' 
agencies for the supply of salt to sale centres and to the revision of 
the sale price of Government salt with closer reference to the actual cost 
of production. Certain proposals for the maintenance of reserves of sea- 
salt were also discussed, experience having suggested that some such pre- 
caution was required to prevent an extreme rise of prices in seasons when 
the yearis production is abnormally and unexpectedly low ; but the Local 
Government was able to indicate valid objections to the insertion of con- 
ditions with this object in the licenses of salt manufacturers and to the 
maintenance of a reserve by the Government themselves, and it was ultimately 
decided that the requirements of the case would be sufficiently met by the 
oneninff of a new set of sea-salt works capable of adding li million maunds JVo. loio- 

. liirm* A- .3 ^a}c,d. 16 th Teh. 

to the present annual output. This measure was accordingly sanctioned. im. 

4. Provincial administration : (a) Bengal . — After deciding to abandon 
the proposal to amalgamate the Bengal and Northern India Salt Depart- 
ments, the Government of India accepted ajid obtained the Becretaiy of ^ 

State’s sanction to certain alternative proposals for the reorganization of I. sth Bec^im. 
the department which iiie Local Government had submitted in 1903. 

The general effect of the scheme, whi*^ iirrolved an initial expmditure 
of Es. V0,000 and a recurring annual expenditure of Es. 60,000, was to intro- 
duce a closer control by district and divisional officers; to provide prevenlive 
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establishments on a large scale where the staff then existing had been found 
inadequate ; and to create new preventive agencies in certain saliferous areas 
where none existed and the salt duty was believed to be extensively evaded. 
It was found, however, before the new arrangements came into force, that there 
had been a marked diminution in illicit manufacture and much of the expen- 
diture originally contemplated had become unnecessary. Certain parts of the 
scheme are therefore in abeyance. 


Letter JVb. 5108* 
JEite,, d, 12th 
1905. 


In September 1905 the Government of India agreed to the abolition of the 
rawanna or pass system for transport of salt which had been enforced in Bengal, 
over a larger or smaller area, from the days when salt manufacture was a Gov- 
ernment monopoly and its importation into the province was prohibited. Under 
present conditions local manufacture, whether public or private, has now been 
wholly discontinued and the salt consumed in Bengal is imported in steamers 
smuggling from which can be effectively checked. The pass system has thus 
become obsolete, and there is reason to suspect that it assisted rather than 
checked illicit operations. In any case it hampered trade and interfered with 
distribution and could only be justified on the slender ground that it supplied 
a certain amount of not very valuable statistical information. 


Letter to Govt. The qucstiou of amending the local salt law in Bengal (Act VII of 18G1) has 

^s-r. , 1 been under consideration for some years past. The Local Government has recent- 

sdtA July 1905. jy expressed the view that a new local enactment is unnecessary as most of the 
objects desired can be attained without legislation and by the application of 
the general Indian Salt Act of 1882. It has suggested, however, that this 
Act requires amendment with a view to giving salt officers more independent 
power of enquiry into salt offences. This question is stfil under consideration. 

Letter 2Vo. 184 - 6. (S) Madras . — In 1904 the Government of India, after consultation 

im.’ Government of Madras, formulated a system under which exporters 

from the Madras Presidency are allowed to ship their salt without prepay- 
ment of duty and without any limit to wastage allowance, provided that the 
salt is exported in vessels of not less than 1,000 tons burden and is (if so 
required) accompanied to its destination by a preventive officer. This system 
uill place salt manufactured in the Madras Presidency on practically the 
snme footing as foreign salt imported by sea, and will have the effect of 
remitting the duty on cargoes which are lost at sea. It does not supersede 
the system of export on prepayment of duty or under the credit* system, 
u ith a fixed allowance of 2 per cent, for wastage, but offers an alternative 
procedure which the exporter may make use of at his option. 


In 1903 the Oriental Salt Company, Limited, complained that the Madras 
Letter No so? 2 . Government was competing unfairly with its business by selling off salt at a 

Government of India were of opitrion that such sales might in 
special cases be necessary and were not open to objection if the net result of 
the department’s transactions taken as a whole was to exhibit a profit. But 
they issued instructions to the Local Government for the more accurate 
preparation of the profit and loss account of the Government factories, and 
directed the inclusion of some charges which had previously been disregarded. 

6. (c) Burma . — As mentioned in paragraph 119 of the summary of Lord 
Elgin’s administration, the Government of India have for some time past been 

* Under this system payment of duty may he postponed for six months on deposit of Ctovernment paper or other 
recognized securities. 
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endeavouring to secure the more adequate taxation of salt produced in Burma, 
vrbich was assessed on the estimated productive capacity o£ tlie vessels employed 
in manufacture instead of directly on the quantity of outturn. TUe rates of com- 
position duty on the local produce were equivalent to less than half the direct 
duty of He. 1 per maund on imported salt. This was pointed out by the Govern- 

. e T T • » . , . 8.It,d.Sth Aug, 

ment of India in August 1899, and as a result of the ensuing discussion the 1S99. 
composition rates were enhanced by about 26 per cent, in 1900, and the experi- 
ment of direct taxation was tried in several districts, the duty being tempo- 
rarily fixed at the low rate of 8 annas a maund, partly by way of allouance for 
the high percentage of moisture iir salt of Burmese production and partly with 
the object of overcoming the initial unpopulaiity of the new system. The experi- 
ment is now being extended to all the more important salt-producing districts, 
but its results will be again reviewed at the end of 1903 with a view to fixing 
the future rate of duty. 

7. (d) Baluchistan. — In 1901 the Government of India authorized 

imposition of a duty of Be. 1-8-0 per maund on all Kelat salt imported inio SM Beo. mi. ’ 
British Baluchistan, whether by rail or road, such salt having previously 
escaped duty when imported by road. The Government also legalized the 
duty of He. 1-8-0 per maund on earth-salt manufactured at Segi and consumed 
at Quetta, and imposed a new duty of He. 1 per maund on such salt when 
consumed at Peshin and Killa Abdulla, where it had previously been untaxed. 

They also pressed the local administration to encourage the use of Indian rock- 
salt which was found to be only used in small quantities owing to the unfair 
competition of untaxed or insufBciently taxed salt of local production. In the 
case of the Nasirabad tahsil, which has now been leased to the British Govern- 
ment by the Khan of Kelat, the Government of India have directed that the Letter No 4688. 
manufacture of earth-salt in that tract should be prohibited, and that its Sii.- 
ministration should be made over to the Salt Hevenue authoiities in Sind. 

8. (e) Baroda. — In 1896 it was brought to notice that the illicit manu- 
facture of salt from salt-earth was being extensively carried on in Baroda 
villages on the banks of the Mahi river. Purther investigation showed 
that this illicit production was not being effectively repressed by the Baroda 
authorities, and that there was considerable smuggling into adjoining British 
territory. Ihe facts were represented to the Darbar, and the Collector of Salt 
Revenue, Bombay, was deputed to arrange effective measures of prevention in 
friendly negotiation with an official of the Baroda State. The subsequent pro- 
ceedings were somewhat protracted, and it was not until April 1903 that the 
Government of India were informed of the arrangements accepted by the Bombay 
Government. The new rules, which provide for the maintenance of a small pre- 
ventive force, have been approved after further discussion by both the Govern- Letter No. S673- 
ment of India and the Darbar, and have now been brought into force. 

9. Miscellaneous : (a) Output of Sambhar Lake. — The manufacture of salt 
in the Sambhar Lake depends upon a sufficient inflow of water from the feeder 
streams, and in dry seasons the output is enormously diminished. Under ordinary 
conditions Sambhar salt yields a net revenue of over one orore of rupees, and the 
maintenance of the water-supply is thus a matter of grave concern. In 1900 
the Commissioner, Northern India Salt Hevenue, represented that the British 
authorities at Ajmer and the Kishengarh Darbar were diverting the water from 
one of the feeder streams for irrigation works, and that if the practice were to be 
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permitted, the lake might soon, except in seasons of flood, be loft completely dry. 
The Gorernment of India at once stopped the construction of the irrigation work 
Letter- m. sm. at Ajmer, and after further enquiry directed in 1901 that no new works should 
i9oi’ constructed along the feeder streams in British territory or Natire States, and 

that no existing works should be enlarged or improved without previous consnlta- 
Zetter No. ISTS- tion with the Commissioner. They also deputed an expert geologist to enquire 
into the sources and permanence of the Sambhar salt-supply — a matter which 
had never previously been fully investigated, but has recently come into promi- 
nence owing to the increasing difficulty of obtaining the required output of salt. 
The geologist’s report as far as it went was reassuring, but no final opinion 
could be formed till extensive boring operations had been undertaken. These 
have been executed by Messrs. Kilburn & Co., and the results obtained are 
now under examination. 


545^547 Procedure at thePajpntana salt sources , — In January 1905 a series 

mi s49‘E!i!e., d-of notifications was issued placing the procedure for the sale and issue of salt 
S5ik Jan. 1905 itajputaua salt sources on a regular footing, and recasting the rules for 

NoUjieaiton No the transmission of such salt bv rail. A further notification, issued in June 1905, 
Jme 1905. legalized the practice in regard to the prevention of illicit manufacture and 
smuggling which bad previously been informally adopted at the Bidwana and 
Pachbadra salt sources. 
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Chaptee VIII. -Income-Tax and Stamps. 

1. Income~lo.x : (a) Bemission of taxation. — Allusion lias already been made 
in Part I to the exemption from income-tax of incomes under E.s. 1,000 by Act 
XI of 1903, and to the abolition, by Act VI of 1902, of the Pandhari cess, a 
special income-tax in the Central Provinces falling on incomes under Ps. 600. 

Chapter III of Part II notices the proposal to levy a supplementary local 
income-tax in connection with the Calcutta Improvement Scheme, on the model 
of the ci’ntimes addiHonela imposed under Continental systems of local taxation. 

In 1901 the Madras and Bombay Chambers of Commerce submitted memorials 
urging the entire abolition of the income-tax, but the G-overnment of India 

justified its retention at some length, maintaining that it was perfectly equitable Letter No. idsi- 
in principle as it was almost the only important contribution to the public 
revenues made by incomes derived from trade, and observing finally that if 
reduction of taxation should again come under consideration there were numerous 
taxes which had a prior claim to remission. 

2. (h) Extent of application. — In 1904 the Income-Tax Act was extended 
to Berar in consequence of the lease of that province to the British Goyern- 
ment by the Nizam of Hyderabad. In the case of Lower Burma the Act, 
though legally in force throughout the province, had previously, under executive 
orders, been enforced only as against Government servants and in specially 
selected trade centres. In 1904 the Local Government represented that, with the 
rapid development of the province in the previous fifteen or twenty years, new 
trade centres had sprung up and money lenders and others who could well 
afford to pay the tax were now to he found scattered throughout the rural 

areas. It was accordingly decided that the Act should he generally enforced x.tiur m. 7 rs 8 ~ 
with effect from 1st April 1905. ‘ 

3. (c) Administration. — There are few changes in administration to record. 

The exemption of the smaller incomes afforded relief to the ordinary staff, and in 
Bengal was followed by a large reduction of the district assessing establish- 
ments. The Government of India in 1904 arranged for a Bombay officer to 
visit Calcutta with a view to the assimilation and improvement of income-tax 
procedure in the two Presidency towns. The officer selected submitted 
a valuable report and bis recommendations have been generally accepted 
by the Bengal and Bombay Governments. 

In 1904 the Government of India called general attention to the abnormal t>iter no. 7678- 
increase in the number of assessments in the Bs. 1,000 — 1,250 grade which hadr^’' ’ 
followed the exemption of the smaller incomes, and appeared to indicate a ten- 
dency on the part of assessing officers to place persons in a higher class, without 
adequate investigation, so as to prevent their escaping taxation altogether. 

They pointed out that this tendency would defeat the object with which 
the minimum income liable to the tax had bean raised and bring discredit on 
the good faith of the Government, and requested that measures might he taien 
to check the practice wherever it was found to exist. It has of course to be 
borne in mind that a certain increase in the number of assessments in the 
higher classes is a legitimate result of the more accurate enquiries which can 
now be made by the assessing agency owing to the reduction in work effected 
by the exemption of small incomes. 

4. (d) Exemptions.— working of the Act has revealed some further 
defects which will be remedied when it comes under amendment. Bulings have 
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JDesp to Secy of 
^iate^ No. 339^ 
29th Oct. 1903. 


been issued on various new points, and speoial cases and claims for exemption 
dealt with. Few of these are of special importance, but the follouing may be 
Besp. to Seep. oTmeutioned. The Treasury in England have definitely refused to take action to 
mVmf.’ ‘'■preventthelevy of English income-taxon incomes which have already paid 
income-tax in India The correspondence was published for geneial information. 
It may be noticed here that exemption from English income-tax has been 
conceded by the Finance Act of 1901 (4 Edw. 7, Ob. 7) in respect of 
premiums paid to Indian Insurance Companies by policy-holders residing in 
the United Kingdom. The legality of including the interest paid on Railway 
Companies’ debentures in the “net profits” assessable to the tax was affirmed by 
the Law Officers, but in view of previous decisions and practice this opinion was 
not acted upon. At the instance of the Secretary of State the Government of 
India consulted Local Governments on the question whether it was advisable to 
maintain the present practice of taxing the aggregate profits of companies 
without regard to the fact that the profits of particular shareholders when 
added to their other income might be so small as to entitle them individually to 
oy exemption. There was a consensus of opinion that exemption on the latter 
basis would benefit an extremely small fraction of the total number of assessees, 
and open a very wide door to fraud if extended, as it must be, to all business 
firms and partnerships. The suggestion was dropped. The correspondence how- 
ever brought to notice a want of uniformity in dealing with claims for refund 
of the tax paid on salaries and securities, as to which the Act prescribes no 
zetiie No. 1333- Special period of limitation, and it was ruled that all claims should be admitted 
d. iBth Mardh pjefej-j-gd within six years from the date of realization of the tax. The 
question was also raised whether income-tax should be deducted from the 
interest on Government paper without previous enquiry as to whether the other 
income of the holder is sufficient with the interest to render him liable to 
the tax. Under the practice hitherto followed the tax is deducted before 
payment of interest in all oases, the holder being left to claim a refund if he 
wishes. The Local Governments consulted were generally opposed to any 
change, and no further action was taken. 

The Government have exempted the leave allowances of Railway servants 
when paid in the United Kingdom, placing them on the same footing in this 
respect as Government officers. 

Among other remedial measures a general remission of income-tax for 
the year 1905-06 was sanctioned in the towns and villages of the Kangra 
district which were severely injured by the disastrous earthquake which 
occurred in April 1905. 

6. Stamps : (a) Indian Stamp Act, 1899 . — The Bill to consolidate and 
amend the law relating to stamps, which had been pending in the Legislative 
Council since 1897, was passed on the 27th January 1899, as Act II of 1899. 
An account of the objects of this legislation is given in paragraph 131 of the 

NoufiecdAon No Elgin’s administration. The passing of the new Act was 

786.S. s„ d. 17th followed by the issue of revised and consolidated rules. 

Neb. 1899* 

The Act is in itself applicable to the whole of British India, but by Regu- 
lation No. II of 1901, the Arakan Hill District was excluded from its operation. 
Subsequently in 1903, the Government of India sanctioned the exclusion of the 
Lushai HiUs by notification under the Assam Frontier Tracts Regulation, 1880. 

Several amendments have since been shown to be required. The Act imposes 
a lower rate of duty on equitable than on ordinary mortgages, but its terms have 
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been interpreted as requiring equitable mortgages w hen employed to secure the 

temporary cash credits of commerce to be treated as ordinary mortgages liable 

to a duty of approximately one-half per cent. The Act was accordingly amended 

by Act XV of 1904( so as to make the lower rates apply, and in the case of loans 

secured by the deposit of marketable securities to impose a fixed duty of only 

eight annas. This amendment however was found to be insufficient as it did 

not cover the case of a hypothecation of moveable property to be afterwards 

acquired, and the necessary relief has since been given by notification. The Nohfleati<m 

occasion was also taken to effect other minor amendments in connection with 

mortgages ; and also to amend the law relating to the valuation of royalties Deap to Seey. of 

reserved as rent in mining leases, and to revise the definition of the term 

“settlement ” which had been found to lend itself to evasion. 

6. (5) Fire Insurance FoUeies . — In 1903 a number of Eire Insurance Com- 
panies and Chambers of Commerce represented that the rates of duty on fire 
insurance policies were unequal and indefensibly high, and urged their reduction 
to a uniform all-round rate of one anna per policy. The Government felt that 
there was considerable force in these complaints and suggested the adoption of a 
rate of one anna in the rupee on the premium paid. Enquiry showed however 
that this method of assessment would he unworkable, and revised proposals were 

referred for the opinion of Local Governments in August 1904. On a Letter No.ssea- 
consideration of the opinions of the Local Governments and the mercan- 
tile community it has now been decided to substitute for the present rates a 
duty of four annas in respect of every original fire insurance policy when 
the sum insui’ed is less than Rs. 6,000 and of eight annas in other cases, and, 
in addition to the usual stamp duty of one anna on receipts, to levy recur- 
ring duties of four and eight annas as above on all premium payments, the 
liability to stamp the policies and receipts being imposed upon the companies 
vhioh issue them. A diaft amending Bill to give effect to this decision, which 
involves an annual loss of revenue amounting probably to several lakhs of 
rupees, has now been framed and has been referred to the Secretary of State. Desp to Seey. of 
The Bill also embodies a recent decision by which private banking firms will 
he enabled to obtain a refund of unused stamped papers in the manner provided 
by section 61 of the Act, which at present applies only to companies. 

7. (c) Fenalties . — Section 40 (1) (6) of the Stamp Act, 1899, empowers the 
Collector in dealing with documents not duly stamped, to recover the deficiency 
fi.'n*! in addition levy one of two penalties, namely, a penalty of Rs 6 or of ten 
times the deficiency, but allows no disoretion to impose an intermediate penalty 
in cases where the first is too lenient and the second too severe. Accordingly in 
December 1900 the Government by executive order authorized Collectors in Letter m. esss- 
such cases to recover only some smaller amount to he specified in the order 

imposing the higher penalty. 

8. (ci) Exemptions . — The exemptions under the old Act were not embodied 

in the new one but reproduced in full by notification. Various additions, of NatijUaU^ No. 
which the following are among the mo.st important, have since been made. Neh me. 

The Government have remitted all duty leviable under the Stamp Act (and also 
the Court Eees Act) in respect of shares registered in the United Kingdom 
the Indian Companies (Branch Registers) Act.* Written authorities 
empowering agents to plead in village Courts in the United Provinces have been 
wholly exempted ; agreements respecting the occupancy of land in Berar have 


•Sjplaiaed m Part I, Chapter IV. 
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also been exempted ; tbe duty on mortgages of crops, wberc the loan is repayable 
in more than three and not more than twelve months, has been reduced by 
one-half, and by three-fourths in the case of loans roi)ayable in more than 
twelve but not more than eighteen months ; and the Inland Steamer Com- 
panies have secured exemption for bills of lading issued by them, as the Bail- 
way Companies had done before. The Government have also decided, with a 
view to clearing up a doubtful legal point, to exempt altogether copies of corti- 
fioates relating to births, baptisms, maniages and deaths. 

Under the Court Fees Act there are few new exemptions of any importance. 
But the following exempted documents may be mentioned: applications 
for suspension and remiss’on of revenue in certain oases ; copies of village 
papers required for use in a Court of J ustice in several provinces ; communi- 
cations made by proprietors regarding village officers in Madras ; and applu a- 
tions for copies in certain cases where the copies are themselves exempt. 

9. (e) Other matters . — ^To encourage the sale of stamps by suitable persons 
and bring the stamps within the reach of the public in outlying places, the 
Government allow to licensed vendors a commission or discount on the value of 
stamps sold by them, the rates of discount varying with the class of stamp 
(judicial or non- judicial) and tbe denomination and value. There used to 
be very wide differences in the rates for the same stamps as sold in different 
provinces. As communications improved and business increased, and the 
requirements of tbe law became better known, the vendor’s remuneration in many 
cases became higher than the altered circumstances demanded. The Govern- 
ment accordingly took up the question of assimilating and reducing the rates of 
in December 1809 prescribed two scales for uniform adoption in 
Dee. 1S99. all provinces, one scale to be in force in places where stamps were also sold 
by Government servants and the other elsewhere. In view of the opposition of 
a number of Local Governments these rates were only experimentally enforced 
in the first instance, hut the experience of several years has shown them to be 
generally suitable and it is now intended to maintain them. 


To reduce the difficulty of storage in the central dep6ts and loss by 
l)egp. to Sefp. qf deterioration, it was decided in 1899 to maintain a stock of stamps equal to one 

Siate, Wo, 282, d 9 • 0 , % • 1 -rx j • j ^ « 

10th Aug. 1899 . year s instead of two years requirements. But owing to tne diflacnlty of modify- 
ing existing contracts in England the change could only he introduced gradually 
and could not be extended to all classes of stamps. Subsequently in 
itesp. to Seep. 1906 the Central Stamp Depdt at Calcutta was relieved by the establishment of 

awAOofcWol.® ’“^'subsidiary dep6ts at Karachi and Rangoon, this measure being based on the 
recommendations of the Printing and Stationery Committee of 1903 whose 
report is analyzed in Chapter X. The consequential changes in the rules for 
setoiutwn No. the Supply of stamps, with other minor amendments, were published in June 

Jane 1905. 1906. 


Sesp. to Seep, of Ou the accessiou of His Majesty King Edward VII, the Sovereim’s portrait 

noth Jm* 1901. on the stamps was changed. At the same time ‘ unappropriated foreign 
hill and share transfer stamps were introduced which can be overprinted to 
represent any one* of twenty-four values ip lieu of separate stamps for each value. 
The issue of some of tbe higher denominations of stamps for which there 
was little' or no demand has since been discontinued. 

'The ihost iinportant change of the period is the introduction of unified 
stamps forpostal andrevemie purposes. This proposal had been discussed on 
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many previous occasions, but was rejected mainly on the ground that it would 
involve the discontinuance of the practice of pen- marking letters, a device adopt- 
ed in India with a view to the prevention of petty thefts of postage stamps. 

The u«o of a unified stamp is also open to the objection that it prevents an 
exact discrimination between postal receipts, representing payment for services 
rendered, and stamp revenue, which is a form of taxation. On the other hand 
it is recognised, and this consideration has prevailed, that the concession will 
be a great convenience to the public generally, and will undoubtedly lead to a 
growth of the revenue derived from the stamp duty on receipts, though the extent 
of that growth can no longer be measured. The proposal was referred to the „ 

^ j. i ComfnBrce Depcti^i* 

Secretai 7 of Slate in April 1905 and came into force on the 1st October of the ment to sec^. 

same year. Prom that date the sale of the one-anna revenue stamp ceased, %ihjpfa ^%ob 

and the one-anna and half-anna postage stamps now in use may be utilized 

either for postal purposes or for the payment of duty in any case where the 

Stamp Act requires the application of a one-anna adhesive stamp. New designs 

for the unified stamps have recently been approved. 
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OnAPTER IX. — Post OrriCE. 

]. Increase of transactions.— -D xq development of tlio Indian Postal 
department has been well maintained in the last siv years. 3S early 679 
millions of postal articles, exclusive of money orders, were dealt iih in 
1904J-05 as against 477 millions in 1898-99. Ihe number of ofllces 
increased from 10,505 to 3 0,083 ", the value of money order’s issued Iiom 
Bs. 26 crores to Bs. 84 crores; the number of savings bank depositors from 
766,000 to 3 ,059,000 ; the total sum represented by outstanding postal insu- 
rance policies from Bs. 60 to Bs. 149 lakbs ; the aggregate revenue^ from Bs. 387 
lakhs to Rs 230 lakhs ; and the aggregate expenditure'' from Es. 150 lakhs to 
Rs. 191 lakhs. The variety of work which falls to postal officers also di’servos a 
word of notice. The depaitment established a field post office of IGS officers 
and suboidinates in connection with the militai’y operations in China. Another 
field post office was formed in Somaliland and another in connection with the 
"Waziri Blockade, and special postal arrangements were made lor the Tiliot Mis- 
sion involving the employment of over two thousand men inclusive of lunncrs 
and followers. Similar calls were made on the department on the ocf*asi(<n of 
the Coronation Durbar and for various camps of exercise and famine relief 
works, and postal officers have been lent for actual famine work, and also took 
an active part in the last census. 


2. Foreign postal arrangements . — The enlarged scope of the department’s 
operations is also well illustrated in its relations with foreign countries and 
Native States. The foreign parcels post has been extended to the United States, 
North-East and North-West Rhodesia, Uganda, the Somaliland Protectorate 
and Portuguese East Africa, and to German and Erenoh offices in China and 
numerous offices in Turkey and many other places, A single paicel post 
agreement with the Common w^eilth of Australia has been substituted for the 
separate agreements with the six colonies which constitute it. Parcel 
insurance has been extended to the United States, the Commonwealtli of 
Australia, Gibraltar, the British East Africa Protectorate, Zanzibar and the 
Danish West Indies. A direct exchange of postal parcels has been established 
with Gibraltar, New Zealand, Western Australia, Natal, Cape Colony, the 
Straits Settlements, Mauritius, Siam and elsewhere, and of money order’s with 
Natal, the Transvaal, Trinidad, Sarawak, Piji, the British Ccntial Africa 
and Somaliland Protectorates, and the Federated Malay States. Cejlon, 
Hongkong, the Straits Settlements, Malta, Newfoundland, Jamaica, Bermuda, 
the Barbados, Japan and numerous other places have been included in the 
scheme for the insurance of foreign registered letters. Insurance to desti- 
nation has been made available in Now Zealand, Cyprus, Gibraltar, Malta, the 
Gold Coast Colony, Mauritius, the Soudan, Madagascar, the Dutch East 
Indies, .Japan and elsewhere. The money order system has been extended to 
British Bechuanaland, Russia, Greece, Mexico, Peru, Cuba, Sarawak and other 
places, and the value-payable system to the British East Africa Protectorate. 
The Imperial Penny Postage scheme, to whioh India has adhered from the first, 
has been adopted by the Cape Colony, Jamaica, Mauritius, British North Borneo, 
Lahuan, New Zealand, the Orange River Colony, the Transvaal, the Somaliland 
Protectorate, and by British post offices in China under the Hong Kong Postal 


Riven for postal revennp and etpenditure are the defartmental figures for 1904-05 and differ 
if -which inolnde oeitim leeeipts and charges not taken into account foi derartmeutel or 

statistical pnrpoaea. Xhe figures given in Fart I. Chapter VI, are the Budget figures for 1905-06. 
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Acluiiiiivtmlion. Tlio po'^ial s-ystcms of tlio Native Slates of Jlial]a\iar and 
Kotali, Alvar, Dliav, Sinnoor, Banganapalle and Bikanir have been amalgunated 
with tbo Imperial system. Revised postal conventions have also been con- 
olud<'d vitb I’atiala, Jind and Nablia. 

It may be added that mail communication lias been established across 
the B.iluehistan-Seisfau frontier betv^een Ihelndiin and Persian postal systems, 
andals) bitneen the Chinese province of Yunnan and Burma. On the other 
hand the Sonnli Coist Proteeioratc, since it-i transfer to the control of the 
British h’oic’gii OfTiee, has cf’ased to form part of the Indian postal system, 
though India has agreed to meet half the cost of the mail service to and from 
Aden, and to carry the Somaliland mail beyond Aden free of charge. 


Desp, to Secy, of 
State, JSo, 26 d* 
2dth Jan, mu 


3. Amendment of Aet.—TXxa passing of the Post Ofidoe Act (VI of 1898) 
was folIoHodhy a notification which brought together all postal rules having mifloafion No. 
the force of law. Tne Act was amended by Act II of 3903, with a view to 
making the foieign instead of the inland rates of postage applicable to private 
corrc.sporrdence between places in Turkish Arabia and Persia where Indian 
Post Offices had been cstahlishcd, or between such places and British India. 


As. Admiimtratton,.-- A. proposal to amalgamate the Indran Postal and l>e$p.to 8eey of 

n-vN . 1 . ^ ^ 1 1 on State, No, 104, d. 

Telegraph Departments IS now Tmcicr consideration and an oflacer hsbS oeenm/i March 190S. 
deputed to Europe to study the systems of combined woi king in force in 
the Urrited Klingdom, Germany, Prance and Switzerland. Perhaps the most 
important completed administrative reform of the period is the decentra- 
lization of the accounts work of the postal department. Until 1899 this had 
been cowcci Iratod in Calcutta, but the development of money order and 
savings hai k business made it essential to divide the control and bring the ^ 

audit officers nearer to the places Irom which accounts were received; and in 8f7i June 'iS99, 
January 3i)00 the centml office was relieved by the establishment of circle audit 
offices at Calcutta, Nagpur and Delhi in charge of Deputy Comptrollers. The 
policy ()f raising the pay of the subordinat<'s as work and money responsibility 
inercaso has been steadily pursued. In this connection may be noticed 
the decision to clast ify the service of postn on as superior from its commence- Beep toSecy. of 
merit instead of, as previoutily, only after fiye years approved service, gga June ms. 
The higher ranks have been strengthened and their pay and prospects 
improvofl by a scheme costing Es. 1,63,000 per annum which increased the 
number of Postal Superintendents by 30, created a new grade on Es. 500— 600, wth’neo.'im" 
and granted a number of personal allow ances of Rs. 100 per mensem in 
place of existing allowances of Es. 50 per mensem. More recently the 
Director-General's staff has been revised at a cost of Bs. 24*, 000 a -yeav. ^^Besp to s 
The delivery arrangements of many of the largest towns have been oom- smMa/ml’ 
pletely revised, and in Calcutta, Bombay and Simla the continuous delivery 
system has been introduced. Other improvements or new facilities are the use 
of thumb impressions for the payment of postal pensioners and of illiterate 
money order payees ; the authorization of private postcards of the maximum 
dimensions allowed by the Postal Union ; the subsequent authorization of writ- 
ten communications on the address-side as well as on the back of such cards; the 
sale of stamps in the form of books interleaved with oiled paper to prevent the 
adhesion of the stamps to one another ; the grant of permission to use embossed 
or impressed stamps cut out from envelopes, post caids, &c., as ordinaiy postage 
stamps ; the introduction of unified postal and revenue stimps of the denomina- 
tions of one and one-^ialf anna (already mentioned in Part II, Chapter VIII) j 
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the simplificatioa of the procedure for payment of customs duty on articlts 
imported by letter post (mentioned in Part II, Ohaptor IV); and the introduction 
of an arrangement by which the senler of a postal paiccl not es:coodiug 11 lbs. 
in weight between the United Kingdom and India may prepay customs duty 
and other charges and thus secuie its delivery free of charge to the addressee. 
Commerce Be- India has also become a party to a schc'me for the issue and payment of Bdtish 
^nL%TIi-p. o!,^d postal orders throughout the Empire. It may be added here that in 1900-01 
Aug. 1905. colours of the | anna, 1 anna and 2^^ anna stamps were alleied to 

green, crimson and blue respectively, these being the three colours accepted by 
the Postal Union for stamps representing the three standard postage rates, of 
uhich the above are the Indian equivalents. The appropriation of those colours 
for the three standard values necessitated a change in the \ anna and 2 anna 
stamps which was made at the same time. 

There has been a considerable acceleiation in the carriage of the foreign 
and other mails between vaiious parts of the country. Improved railway 
communication and timing have shortened the time occupied in transit 
between Calcutta and Madras by 48 hours. A weekly special train is now run 
between Bombay and Madras, leaving the former place shortly after the 
arrival of the English mail and performing the journey iu 24] hours. Similarly 
the special train which serves the Punjab is now run for twelve instead of for 
only seven mouths iu the year, and the residents of the principal stations of 
that province thus receive their English mail about tw elve hours earlier than 
they otherwise would. The mail services between India and Buima, Bombay 
and Karachi, and Tuticoiin and Colombo have also been accelerated under a 
new contract with the British India Steam Navigation Company. 

5. Alterations in rates and other cowemiona.— A number of important con- 
Commeree Be- cessions have been made during the period under review. The limit of weight 
half-anna rate of inland letter postage has been raised from half a tola 
d muarcims to three-quarters of a tola. A letter weighing about three-tenths of an ounce can 
thus he sent from one end of India to another for the equivalent of a half-penny, 
This concession, which was announced at the Budget debate of March 1905, is 
expected to cost Ks. 7 lakhs. The special privileges enjoyed by certain 
portions of the native army have been assimilated and extended in a general 
order allowing the right of free postage for the private correspondence of all 
ranks when on field or foreign service. The letter rate of postage to Australia 
(which has not joined the Imperial Penny Postage scheme) has been reduced 
from 2| annas to one anna in consideration of the reduction of the Australian 
rate for letters sent to India from 2|(^. to 2c? , the latter being the usual inland 
rate in Australia. 

The limit of weight up to which newspapers can be carried for a postage 
fee of one-quarter anna has been raised from 4 tolas to C tolas at an 
estimated loss of Es. £6,000 ; and the maximum limit of weight for pattern 
packets has been raised from 40 to 80 tolas (2 lbs.). 

sStTJofii't the Government reduced the scale of postage for inland parcels 

am March 1901 .’ exceeding 11 Ihs. in weight by about one-balf. Por heavier parcels up 
to 60 lbs. (the maximum weight carried) the rates remain unchanged. The 
limit of 11 lbs. for postal parcels is generally recognized in the practice of other 
postal administrations, and their rates are much lighter than those hitherto in 
force in India. The absence of efficient carrying agencies off the lines of railway 


Con espondence* 


Parcels. 
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naaTccs it necessary for ilio present that the Post Office should continue to carry 
liearier parcels as well, but a reduction of rates in their case is not called 
for and would involve undesirable competition with the railway companies. 

At the same time the registration fee for inland parcels was reduced to a 

uniform rate of 2 annas a parcel. The immediate loss of revenue anticipated 

from these two concessions u as Rs. 5 lakhs a year, which is rapidly being made 

good by the remarkable increase of traffic to which they have led. In sanctioning 

them the Government made prepayment compulsory in all cases, and were thus 

enabled to abolish the cumbrous machinery previously required for checking 

collections. At the same time they considered a proposal that India should join to Set}/, of 

in adopting a cheap and uniform scale of postage for parcels exchanged between 

Great Britain and other parts of the Empire, hut the further loss of revenue'' 

involved (Us. 1 lakh a year), and the unsatisfactory nature of the proposed 

apportionment of receipts between Great Britain and India, as well as the fact 

that the suggested concession would mainly benefit the well to-do classes, led 

the Government to hold aloof. The second of these objections was afterwards 

met, and the Government declared their adherence to the scheme, which 

accordingly came into force in January 1904. The result is a reduction of the Sety of 

rates for parcels scut to other parts of the Empire by about two-fifths. nm' July ms, ^ 


Money orders* 


One result of the introduction of the gold standard was the use of the 
parcel post for the transmission of gold. In this way in a single month 
(August 1900) nearly £500,000 worth of specie was sent from India to the United 
Kingdom, and in another month (June 1900) £216,000 were similarly sent 
from the United Kingdom to India ; while in India itself the same practice 
began to grow up, one hank for example having taken 14,000 sovereigns to 
remit to Lahore. Ihe banks and the shipping companies protested against this 
competition with their legitimate trade, and the practice was recognized as 
objectionable from the postal point of view as it imposed great responsibility on 
postal officials and could not fail to constitute a serious temptation. For these 
reasons it w'as decided that no parcel containing current gold coins of a value Letter No. 48i- 
exceeding 20 sovereigns should he sent by means of the inland parcel post; andf^i 
in communication with the British Post Office, which had already taken the 
matter under consideration, the Government further prohibited the transmission f 

• . • in* SoOitey XvOo XoOf cC* 

by the foreign parcel post of any parcel containing com or bullion exceeding jsoi. 

£6 in value except coin clearly intended for purposes of ornament. 

In 1902 the commission on inland money orders for sums not exceeding 
Es. 5 was reduced from two annas to one anna, the immediate surrender Deep, to Seey. of 
of revenue from this concession being estimated at Es. 2^ lakhs. The 
reduction was made chiefly in the interests of the poorer classes, many of 
whom earn their livelihood at a distance from their homes and are constantly 
making swaB remittances. Ibis measure made it necessary to revise the scale 
of fees throughout to prevent the splitting up of remittances. But the first con- 
cession resulted in so rapid an increase of business that the original estimate of 
revenue surrendered was expected to cover the total loss from both changes. 

With the attainment of fixity of exchange it became desirable to adopt a 
fixed rate of 1«. id. for the calculation of payments for sterling money orders. 

To protect themselves against the abuse of this concession for purposes of trade 
remittance, the Government in 1900 sUghtly raised the rates of commission. 

Subsequently in 1903 the graduation of the scale was improved and the 
€XcessivechargeforsmaU remittances reduced. In March 1904 the Government 
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of India accepted a suggestion to raise the maximum amount of single money 
orders on the United Kingdom from £10 to £40, and this has since been ex* 
tended to other countries and colonies, including those with which an exchange 
expressed in rupee currency is maintained. 

Commerce De- The general reduction of insurance fees for both the inland and the insnranee, 
tiTNo Slf a! toreign posts by 60 per cent, at a cost of about Es. H lakhs was announced 
d. m June ms. gj. Budget debate of March 1 905 and came into effect on the 1st J uly 1905. 

An arrangement has been effected by which the sender of an uninsured Compensation far 

° . j. . loss of uninsured 

parcel between tbc Ui>ited Kingdom and India may receive compensation not 2}ostai articles, 
exceeding £1 in the event of the loss of the parcel or its contents. Similarly 
it has been recently decided to allow the payment of compensation not exceed- 
ing Es. 26 in respect of any inland registered postal article which may be lost 
or damaged while in the custody of the Post Olhce. 

6. Apportionment In 1898 the question of the apportionment of 

the charges on account of the transmission of mails between England and India, 
which had been long in dispute, was referred to the arbitration of the Eight 

Deep fromSej. Hon’ble the Earl of Morley. The aibitrator’s award, which was communicated in 
fmjwfmo! ' 1899, though it did not follow pre'dsely the scheme put forward by either party, 
was substantially in favour of the Indian Post Office, especially as rcgirds the 
decision to revert to the practice of pooling the postage collected in both countries. 

De^ to Seep of The details were not finally settled till 1904 when the annual contribution payable 

£59,330, which was increased in 1905 to £61,226. 

7. Eastern Mail Service.—The contract with the Peninsular and Oriental 
Steam Navigation Company for the conduct of the mail service between England 
and India and the Ear East and Australia expired on the Slst January 1905. The 
revision of the mail service arrangements was considered in 1903 by an Inter- 
departmental Committee in England on which India was represented. The view's 
of the Government of India as communicated in various telegrams were finally 

Beep, to Secy, of summed up in a despatch to the Secretary of State. The Government pointed 
fsi* ’ Orf ^^%03 ^y ptihlie generally and the commercial community in particular 

vm the existing mail service was stigmatized as totally inadequate ; and that any 
arrangement whioh did not provide for a clear acceleration of at least 24 hours 
on both the outward and the homeward journeys would provoke a storm of dis- 
approval. The Government themselves considered that this was the minimum 
which should be demanded, and very strongly urged that if no further advantages 
could be obtained the contract should not be again renewed for a prolonged 
period ; and in the event of the refusal of the proposed minimum acceleration 
th^y recommended that the contract should he determined in 1905 and provisional 
arrangements made with other companies till 1908, by which tinie preparations 
could be noade for a regular service on reasonable terms. Eventually it was settled 
that the contract with the Peninsular and Oriental Company should be renewed 
for three years, the contract time both ways being reduced by 24 hours subject to 
an increased monsoon allow'ance of 36 hours, and the subsidy increased by 
£10,000. India also obtained a decision in her favour on the question of 
apportioning the additional subsidy. The British Post Office had considered 
that India, having demanded the accelerated speed, should he required to make 
up to the other participants the amounts by which the subsidy might have been 
reduced had no such demand been put forward. But it was finally settled that 

the apportionment should he based on the principles laid down in Lord Morlev’s 
award. ^ 
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In considering tlie terms on wMoh a new seven or ten years* contract should Commerce Be. 

. n. partment Desp. io 

D€ arra-nged^ to come into effect from 1908, tlie Goverament of India have 0 / 
suggested that, in calling for tenders, enquiries should be made as to the 'ig’osf' 
subsidy required for a further acceleration of 24 hours from 1911 onwards. 
question of establishing a link service between Karachi and Aden has also been 

Jj^ClTCht 

discussed, but it appears probable that the cost will be prohibitive. 190(>, 

8. Minor mail contracts.— TlhQ Postal Department is interested in numerous 
other contracts for the carriage of mails by water and usually conducts the 
preliminary negotiations. But the considerations involved are in some oases 
political or administrative rather than postal. Ihe Andaman Mail Service, the 
services in Assam and Bengal via the Brahmaputra Kiver, and between various 
places in Burma conducted by the Irawaddy Plotilla Company, the service on 
the rivers of the Akyab district, the Aden Perim Service and the Basrah 
Baghdad Service conducted by the Euphrates and Tigris Steam Navigation 
Company have all been the subject of new or revised contracts during the past 
seven years, but the changes made are not of sufficient importance for detailed 
notice. In 1899 and 1901 arrangements were made for more frequent calls at 
Muscat and Bahrein. In the latter year the Government with the assistance 

of the Welby Commission were enabled to discontinue their contribution of For Dept. Beep. 

1,000 a year to the Euphrates and Tigiis Steam Navigation Company for the 
postal service on the Karun River, in which Indian interests were not really Cee.isya. 
involved. Por similar reasons the Government declined in 1903 to contribute 
towards an improved service with East Africa. 

9. Tersian Gulf Mail Service — A new contract which is of import- Letter No. 7269. 
ance from the political point of view was concluded with the British ipoa! 

India Steam Navigation Company with effect from the 1st May 1904, and 
continues in force till the termination of the next Eastern Mail con- 
tract, subject to a maximum of ten years and nine months and a minimum 
of seven years. The principal feature of this contract is the improvement of 
communications with the Persian Gulf by the establishment of a weekly mail 
service between Karachi and Basrah, with a weekly call at Koweit, at an average 
speed of 13 knots an hour, in addition to the irregular 8 knot cargo service by 
which the mails weve previously carried. To secure this advantage the Govern- 
ment have increased the subsidy by Rs. 3 lakhs a year. Reference has already 
been made to the same Company’s accelerated service between different ports of 
India. 

10. Colonial legislation against “ coloured faSc/wr By section 16 (1) of 
the Australian Post and Telegraph Act of 1901, it was enacted that no contract 
or arrangement for the carriage of mails should be entered into on behalf of the 
Commonwealth unless it contained a condition for the exclusive employment of 
white labour. At the instance of the Bengal and Bombay Chambers of Com- 
merce the Government of India requested the Secretary of State to move His Be^p.to Seey. of 

* 1,1 a-ii 1 State, No. 19, d. 

Majesty’s Government to take any steps which might be practicable and soth Jan. 1902 . 
expedient to obtain an alteration in this section of the law. It appeared that the 
Secretary of State had already addressed to the Colonial Office a strong protest 
against the exclusion of a section of His Majesty’s subjects, on the mere ground 
of colour, from an employment for which they are well suited and on which 
they have been engaged for many generations. The correspondence, which was 
published, led to no immediate result. 
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Chapter X.— Printing, Stationery and Stores. 

1. Printing and Stationery . — Much attontioa has heon paid in the last few 
years to the improved management of the g««s*-commeroial departments of 
Printing and Stationery*. Their importance is indicated by the heavy expendi- 
ture incurred on them, the various printing presses maintained by the Central and 
Local Governments costing Us. S'?! lakhs a year, and the stationery purchased fop 
public purposes Us. SSJ lakhs. As two*thirds of this paper is used by the 
presses there is a close connection between the two departments, which had not 
previously been recognized by the system under vhich they were administered. 
Each press was separately controlled by its own Local Government, with- 
out any uniform supervision and inspection, and without any provision for the 
audit of expenditure except a small clerical establishment dealing only with 
piece work charges. The purchase and distribution of stationery was managed 
independently by separate officers in Madras, Bombay and Calcutta. The 
Superintendent of Stationery at the last named place acted for vhe whole of India 
except Madias and Bombay, and was thus practically an Imperial officer, but 
was nevertheless subordinate to the Board of Kevenue and the Government of 
Bengal. 

Se^. of The first improvement, suggested by iiregularitics in the Eangoon and Simla 
8M May 1900 * * presses, was the appointment in 1901 of an Examiner of Press Accounts assisted 
letter M by a suitable staff. In July of the same year a small committee was appointed 
My 1901 .' to report upon the most economical and efficient method of obtaining paper 
required for the public service, and in the following November another com- 
Sesoiuiion ivb juittee was convened to investigate the cost of Government printing as com- 

^6T2-8^ Ei.d* 2nd r o 

Nov. mu pared with that done by private presses, and also to report upon the possibility 
of simplifying and improving the system of press accounts with a view to 
exhibiting the real profit or loss on their working. The two committees (assisted 
by commercial experts) collected much useful information and submitted a 
number of valuable suggestions. But these and other enquiries clearly indicated 
the necessity of more radical reforms in organisation and control than had yet 
formally considered; and in 1903 a third committee was convened to 
im ' ’ ' consider the question of uniting the supervision of printing throughout India 

and the administration of the Calcutta Stationery Department under a single 
officer with higher technical qualifications and practical commercial experience, 
and working under the direct control of the Government of India. 

The committee’s report constituted a strong justification of this proposal. 
As regards printing it was shown that the existing system did not provide for 
the adequate handling of questions of improved machinery, printing contracts, 
labour organization and the like, and made no provision at all for periodical 
inspection except for purposes of audit. Again, the staff of the Stationery 
Department had no technical qualifications ; the superior officers were over- 
whelmed with details ; accommodation was utterly inadequate ; and the office 
was in disorder. The management of the paper supply had been exceedingly 
unsatisfactory, the Indian Mills having been allow ^ to combine against the 
Government with such advantage to themselves that when the ring was finally 
broken up a saving of nearly Rs. 4 lakhs was at once effected. Pinally it 
was found that indents were inadequately checked, and compliance with them 
unduly delayed. 


* Including Staiu]ps» 
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The outcome of this report was the appointment in July 1904 of a specially *« Seey. of 
qualified Controller of Printing, Stationery and Stamps, to exercise inspecting izth’jSg^^s. ^ 
and advisory functions in respect o£ all the Government presses, and 
to undertake the executive charge of the Calcutta Stationery and Stamps 
Department. This officer works in direct subordination to the new Department 
of Commerce and Industry. In respect of routine work he is assisted by a 
Deputy and an Assistant Controller. He has also been relieved of the task of 
scrutinizing the thousands of petty indents which can be more effectively 
cheeked by the Heads of the indenting departments. 

Eeferenoe may here be made to the expei'iments which the Government of l>esp- to Seev. of 
India have instituted with a view to the possible subotitution of type-setting soth’ba^igoi^' 
machinery for composition by band labour. After prolonged trial it now 
appears that a machine well suited to the special requirements of Government 
printing has been found in the “ Monotype,” and it is probable that these 
machines will in future be extensively employed. A minor reform under the Commerce De- 
heading stationery was the standardization of the sizes and qualities of demi- 
official paper and envelopes in 1903. 

2. Stores . — The rules for the purchase of articles of European manu<- 
facture required for the Government service prescribe that such stores shall 
ordinarily be obtained by indenting on tho Secretary of State : orders cannot be 
sent direct to manufacturers in Eui ope or given to their Indian agents. An 
exhaustive enquiiy into the practical working of this system showed that it 
involved very seiious delay, especially in the Public Works Department. The 
matter was represented to the Secretary of State in 1903 and remedies were iP. w. I>ept. 
suggested. Subsequently the Government requested that the Director-General % 

of Stores at the India Office might be deputed to India to confer on the subject 1903. 

with the principal indenting officers. The Secretary of State, while agreeing to 
the last suggestion, e\ plained that much of the delay of which complaint was 
made was due to labour troubles and the South African war. The later 
developments mainly concern the Public Works and Military Departments, 
and it will be enough to add that the Secretary of State’s reply and the 
Director-General’s visit have resulted in a number of practical suggestions 
and a better mutual understanding of the difficulties on both sides. Among 
less important changes in the rules generally applioable in the case of European 
stores may be mentioned the improvement of the form of indent, the simplifi- 
cation of tho annual returns of expenditure, the permission to purchase type- 
writers locally, and the raising of the limit of value up to which other articles 
may be purchased in the open market from Rs. 10 to Es, 60. It may also 
be added that, in response to the representations of certain Chambers of 
Commerce, the considerations which guide the Government in determining 
whether to purchase goods in Europe or to give a preference to similar articles 
manufactured in India were , again defined for general information in July z<^er No. dsor. 
1904. The question has now been reopened on a representation from the Engi- 2^04 '\part ill, 
ueering and Iron Trades Association, and it is possible that the existing orders 
may be revised in a manner better calculated to encourage the industrial 
development of the country. 


EX 



ChAPTEE XI.—lMlSCBIilANEOTJS. 


1. Mevision of Civil Service 'Regulations , — la 1902 the Third Edition of 
the Civil Service Regulations was revised. 

2. Exchange Compensation Allowance . — Paragraph 19 of the summary of 
Lord Elgin’s administration explains the complications and controversies to which 

Hesoiutiona No. the grant of exchange compensation gave rise. Ihe main difficulties which 
ara/lrf attended the disposal of claims to this allowance were removed hy orders issued 
™ vhich substituted definite lules of personal eligibility for the vague and 
unworkable test of domicile. But it was felt that there would, if it were 
practicable, he much advantage in the entire abolition of a somewhat invidi- 
ous distinction, the necessity for which has been greatly reduced by the 
Stfu^No ^ P*^®sent fixity of exchange. The question was fully discussed in June 1904, 
Sni ' June 1904 but it was decided that the immediate abolition of the allowance was imprae- 
iJJ, pajr^ti^ai^le. Government proposed to proceed gradually, fixing the rates 

of pay of all new appointments at amounts which would not require to be 
supplemented by compensation for exchange, and reorganizing existing services 
one by one, Eor the homogeneous services recruited mainly from England the 
intention was eventually to substitute consolidated salaries representing approxi- 
mately the existing scale of emoluments. The ease of the composite services 
presented greater difficulty, and it was recognized that it could not be settled till 
opportunity arose for their division into Imperial and Provincial Branches, The 
0 State, however, took exception to these proposals on the ground that 

d. 4tt ^’Nwemher they could not be carried into effect without raising the emoluments of classes at 
present ineligible, and thereby imposing an additional burden on the public 
revenues. But he agreed that exchange compensation allowance might be with- 
held whenever new appointments were created or the pay of existing appoint- 
ments was altered. This principle cannot conveniently be applied in the case 
of isolated additions to existing services, but several opportunities hare already 
arisen for its application on a larger scale. Thus the allowance is to be withheld 
from the newly-constituted Imperial Customs Service, and from future entrants 
into the Madras Survey Department in which the scale of pay has recently 
been revised. The conditions of service of the superior officers in the Indian 
Police vrfll shortly be materially improved as a result of the recommendations 
of the Police Commission, and the Government of India have decided to recom- 
mend the discontinuance of the allowance in respect of all officers recruited in 
and after the year 1908. The pay of Superintending and Chief Engineers of 
the Pubho Works Department has recently been raised, and it is proposed to 
declare that future entrants into the Department shall, on attaining administra- 
tive rank, become ineligible for the allowance ; and it is intended to enforce a 
similar ruling in the probable event of an enhancement of salaries in the admin- 
istrative grades of the Forest Department. In the same way the rules embody, 
ing the conditions of service applicable to the expanded Agricultural Depart- 
ment, which have recently been submitted for the approval of the Secretary of 
State, provide that officers recruited under those rules shall be ineligible. 
In the case of clerical and ministerial establishments the grant of the allowance 
Seaoiution jvo. liss some time been restricted to a few exceptional oases, and it has now 
A^Aos. decided to abolish these exceptions altogether except as regards present 

incumbents. Future entrants into such establishments will thus be ineligible 
in all cases. 
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^ 3. PerastoMS.— Indian, pensions are ordinarily based on half the average 

emoluments drawn by tbe retiring officer in tbe concluding years of bis service. 

Under tbe pension rules of 1831 tbe period taken for calculating tbis average was 
tbe last five years of tbe officer’s service. Tbis practice differs from tbe English 
rules and the Indian furlough allowance rules which take tbe last three years, and 
it also tells somewhat hardly upon many ministerial officers bolding appoint- 
ments on progressive pay. In response to memorials submitted by 1,628 officers 
the Government addressed tbe Secretary of State upon tbe subject, and secured sSufm. f. 
his sanction to tbe reduction of tbe period for calculating average emoluments 
to three years. 47b). 


4j. Acting cillowanOBS in privilege leave vacayicies.^^-Tl]!^ Govermnent Besps to Seeg.of 
have also pressed tbe Secretary of State to abolish Art. 99 of the Civil Service sm’ Ma/^iQU, 
Eegulations, which prohibits the grant of acting allowances during the first “Zd mi ms, 
thirty days of a privilege leave vacancy except in the ease of officers 
whose appointment to officiate involves their transfer from another station, in 
which case the acting allowance is reduced during the first thirty days by one- 
fourth. The Secretary of State agreed to the grant of the full allowance to 
officers transferred and also to officers on whom additional work or responsibility 
is imposed, but demurs to tbe abrogation of the rule in other cases. The ques- 
tion is still under consideration, the Government of India having represented 
that the proposed distinction would be unworkable in the cise of the ministerial 
and other subordinate services, and that the refusal of the full allowance, which 
was originally ordered avowedly from motives of economy, is neither logical 
nor expedient. 

6. Compassionate gratuities . — It is a general rule of the public service in 
India that officers of Government are responsible for making suitable provision 
for their families, and must not look to the Government to perform this duty in 
the event of their death. Cases of special and unmerited hardship have arisen 
from time to time in which the Government would have been glad to sanction 
some departure from this principle, but were precluded by standing rules and 
instructions from making any favourable recommendation to the Secretary of 
State. In 1900 and 1901 they brought two such eases to his notice, i>esps. to 

requested his authority for the distribution of not more thssn Us. 22,500 pev lathOctim, and 
annum in compassionate allowances to the families of deceased officers. To oc#'. mi, 
justify a donation the working head and support of the family to be relieved 
must be reported to have been a meritorious public servant, and the case will 
be regarded as strengthened if it can be shown that the officer’s life has been 
shortened by the faithful discharge of his duties ; his salary must not have 
exceeded Es. 760 per mensem ; and the donation will take tbe form of a gratuity 
limited to Ks. 6,000 in each case, or in exceptional cases an education allowance 
for the officer’s children. These proposals were eventually sanctioned in 
November 1901. 

6. Uncovenanted Service Family Pension Funds . — ^The Government while 
refusing to grant pensions to the widows and orphans of their deceased officers 
have liberally subsidized the voluntary provident societies (the Bengal and Bombay 
Uncovenanted Service Eamily Pension Bunds), which were founded many years 
ago in days when insurance companies had not yet established a firm footing 
and reputation in this country. The subsidy took the form of the grant of a 
privileged rate of interest— 6 per cent.— on the subscriptions paid to the funds. 
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In. 1896 the Secretary of State suggested that this rate of iuterest might fairly 
be reduced to 4 per cent. A long correspondence ensued in which the Govern- 
eg, Besp. foment of India strongly pressed for the maintenance of the privileged rate in 

of Statey i j j* a. i ni* 

254y A. 20 th July respect of existing subscribers and annuitants, and lor tlie grant of a more 
pfglm)?^ substantial concession to future entrants than that involved in a four per 
ofst^t Ultimately the first contention was allowed, and the reduced rate 

SB(& Oct, 1900. ' applies only to subscribers who had not applied for admission prior to the date 
on which the revised orders were received. But the discrimination between 
new and old subscribers at once split up each fund into two distinct bodies. In 
the case of Bombay the difficulty has been to some extent remedied by the 
formation of what are practically two funds under the same management. But 
the older Calcutta subscribers refused to accept any responsibility for those to 
Besoiution 2fo whom tho now conditions applied ; and it thus became necessary to constitute an 
Jan. "im [Fart entirely new fund. This fund, lor the membership of which it may be said 

III, page ^2). jj^gadly that all except Bombay officers havo been made eligible, is called the 

Bengal and Madras Service Family Pension Fund, The State assistance 
granted is twofold: in the first place the Government guarantee for the 
present a 4 per cent, rate of interest, and in the second they propose to increase 
by 26 per cent, the pensionary allowances which subscriptions yielding this 
return will provide. This latter figure, however, and also the rates of sub- 
scription are piovisional, as certain actuarial calculations remain to be worked 
out, and both the rate of interest and the pensionary addition ultimately deter- 
mined will he liable to modification in future at the discretion of tho Seoro» 
tary of State. In order to give the new fund a fair start the Government 

have temporarily undertaken its management and also advanced the money 
required for incidental expenses, but it will shortly be made self-governing 
like the older societies. 

Be^oint^s— 17^ Service Provident Funds . — The Government have also established 

loth Aug. 1899. oompulsory provident funds for the superior officers of the Police, Financial, 
20th‘oS.^im! Opium, Northern India Salt Bevenue, and Civil Veterinary Departments. As 
mhAufmi. explained iir paragraphs 183—4 of the summary of Lord Elgin’s administration 
muFei^mi feature of these funds is a compulsoiy subscription of not less than 5 

m. 3i8a-p'., d. per cent, of salary (or 2i per cent, in the case of Army Veterinary Officers). 

■ On these subscriptions the Government allow compound interest at 4 per cent, 
per annum, and the amount which thus accumulates at the credit of each 
officer can only he finally withdrawn on his quitting the service. The question 
of expanding the scope of these funds and constituting a single amalgamated 
fund for the services throughout India is now under consideration, and a scheme 
Letter No ,has been recently submitted for the approval of Local Governments which con- 
t'p^ ifii /age templates the gradual closure of the existing separate funds and the substitn^ 
tion of a general fund open to all civil officers native or European in permanent 
superior pensionable service, except officers who belong to service funds distinct 
from those mentioned above such as those of the Indian Civil Service and the 
Army. In the case of Europeans and Eurasians drawing Ks. 100 a month or 
more who enter the service of the Government after the formation of the 
general fund it is proposed that subscription should be compulsory, and in 
all other cases optional. The suggested maxiiiinm and minimum limits of 
subscription are 12i and 6| per cent. In other respects the rules will probably 
follow those of the existing funds, with such modifications as may be required to 
adapt them to t1ie more extended range of conditions to which they will apply. 
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8. Examination for Enrolled In April 1899 the Government of Resoiutim No. 

India issued revised rules for tlie admission and examination of statutory 

natives competing for appointments in the Enrolled List. 

9. Cuitailmeiit of Reports . — The question of reducing the length of official 
reports and of the attached statistics belongs generally to the Home Depart- 
ment. The reports with which the Einanoe Department dealt were minutely 
examined in 1900 and 1901, and separate orders were issued to Local Govern- 
ments about each. Under these orders the provincial reports on the working of 
the Cotton Duties Act were abolished, and Local Governments were directed to 
discontinue the submission of the following reports to the Government of India, 
and were thus free to reduce their length as might seem proper • 

(1) Reports on Light Houses (prepared in four provinces). 

(2) Reports on Shipping Offices (prepared in two provinces). 

(3) Reports of the Calcutta Port Officer, and of the Calcutta Port Health 

Officer. 

Several separate reports submitted from Ooorg, Ajmer-Merwara, Port 
Blair and Bangalore were also amalgamated in the corresponding General 
Administration Reports, and the annual reports on Stamps, Income Tax and 
Stationery were made triennial in all provinces. Subsequently in 1901 the 
separate report on Postal Insurance Fund was also discontinued. 

In respect of the remaining reports (which constitute the great majority) the 
orders explained the points in which the information supplied was considered 
to he unimportant or redundant; prescribed in most cases a maximum limit for 
both the narrative and the number of appendices ; prohibited generally the pre- 
paration of reviews by intermediate authorities, and also the submission of statis- 
tical maps and diagrams; and discouraged the practice of supplementing 
Imperial returns by a constantly increasing mass of local statements, and also the 
inclu^on in the narrative of tabular statements containing information already 
available in the appendices. The extent of the reductions effected can he best 
appreciated from a few specific examples. Comparing the reports of the period 
preceding the issue of these orders with those most recently received, it appears 
that the Madras Salt Report (letterpress and appendices) has been reduced 
from 109 to 69 pages of print, the Bengal Opium Report from 140 to 36 
pages, and the United Provinces Excise Report from 135 to 40 pages. The 
aggregate number of pages occupied by the narrative portion of all the triennial 
Income Tax Reports is only 65 as compared with 178 pages formerly contained 
in the ordinary annual reports, and in the case of the Port Trusts, whose reports 
and their enclosures formerly ran to extraordinary length, there has been a 
reduction of 361 pages, or more than half. 

It might he supposed that such drastic curtailraont would reduce the value 
of these reports as an administrative record, and an officer was placed on special 
duty in 1903 to ascertain whether this had been the case His opinion, formed 
after exhaustive examination of both earlier and recent reports, and based on 
special personal knowledge of most of the administrative matters dealt with, was 
that the reports were unquestionably much improved in form and had not 
suffered in substance. 
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Letter to Bengal Chamber 
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guide the Government of India 
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Despatch to Secretary of 
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Abandonment of the proposal to 
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Despatch to Secretary of 
State, No. 331, dated 4th 
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lleiection of the proposal to coin 
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Letter to Presidency Banks 
and Chambers of Com- 
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use of tfurrency notes. 
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Despatch to Secretary of 
State, No. 102, dated 27th 
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27 

‘ 60 

Letter to Local Govern- 
ments, No, 2686«A., dated ■ 
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Despatch to Secretary of 
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Despatch to Secretary of 
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Proposal to raise the invested por- 
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Despatch to Secretary of 
State, No. 418, dated 
10th November 1904. 

Proposal to consolidate and* amend 
the law relating to Paper Cur- 
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Despatch to Secretary of 
State, No. 17, dated 18th 
January 1900. 
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Bank by amalgamating the 
existing Presidency Banks and 
augmenting their capital. 
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Despatch to Secretary of 
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Despatch to Secretary of 
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Despatch to Secretary of 
State, No. 264, dated 21st 
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Banks to borrow in sterling. 
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Despatch to Secretary of 
State, No. 351, dated 19th 
October 1906. 
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RAILWAY AND IRRIGA- 
TION FINANOB. 
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Despatch to Secretary of 
State, No 112, dated 29 th 
March 1900. 

Review of the history and prin- 
ciples Of the railway pro'- 
gramme system. , - 

33 
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Despatch to Secretary of 
State, No. 2, dated 7tU 
January 1904, 
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Views of the Government of India 
on Mr. Robertson’s Report on 
the administrationf of Indian rail- 
ways. Proposal to create a Rail- 
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34 
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State, No 223, dated 23rd 
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annual allotment for railway 
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60 lakhs per annum. 
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Despatch to Secretary of 
State, No. 62, dated 9th 
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Views of the Government of India 
on Sir E. Law’s scheme of rail- 
way finance. Recommendations 
in favour of a bolder borrowing 
policy. 
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Despatch to Secretary of 
State, No. 18, dated 18th 
May 1905. 
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Views of the Government of India 
on the report of the Irrigation 
Commission. Adoption of a 20 
years* programme of capital ex- 
penditure on Irrigation. 

37 
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Despatch to Secretary of 
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J'anuary 1900. 
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in the Indian accounts. 
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1 

Despatch to Secretary of 
State, No. 22, dated 17th 
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of revenue and capital accounts 
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hibit in the revenue accounts 
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transactions. 

55 

1, 

180 

i< 

i 
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Pespatcli to Secretary of 
State, No. 309, dated 31st 
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on the recommendations made 
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sion, 1898, in regard to the ad- 
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surance grant. 

66 
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, July 1901. 

Proposal to invest a moiety of the 
Famine Insurance grant, and to 
extend the classes of expeudi- 
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Despatch to Secretary of 
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69 
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Conversion of Native State cur- 
rencies (Baroda). 
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Despatch to Secretary of 
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ments of the Indian Coinage 
Act. 
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Despatch to Secretary of 
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Despatch to Secretary of 
State, No. 1S9, dated 2nd 
July 1903. 
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Despatch to Secretary of 
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September 1904. 

Proposals for financing the Cal- 
cutta Improvement Scheme, 
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July 1906. 

(Issued in Home Department.) 

Revised proposals for financing 
the Calcutta Improvement 
Scheme. 

93 

277 

Despatch to Secretary of 
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Views of the Government of India 
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Welby Commission. 
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State, No. 333, dated 
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Reserve Fund by the investment 
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Despatch to Secretary of 
State, No. 384, dated 
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Rules for levying fees for over- 
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Despatch to Secretary of 
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Proposal to create a Bureau of 
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Despatch to Secretary of 
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18th October 1900. 

Government of India’s proposals 
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Despatch to Secretary of 
State, No. 34, dated 6th 
July 1906. 

(Issued in Commerce Department.) 

Government of India’s proposals 
in connection with the enhance- 
ment of the French import duty 
on Indian silks. 
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Despatch fo Secretary of 
State, No. 3 32, dated 6th 
May 1904. 

Government of India’s proposals 
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products. 
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Views of the Government of India 
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Viens of the Government of India 
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dated 25th August 1900. 
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Reform of opium administration 
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Despatch to Secretary of 
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May 1903. 

Reform of opium administration 
in Upper Burma. 
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Letter to Local Govern- 
ments, No 2455-S. R., 
dated 21st April 1901. 

Statement of the principles of the 
Government of India’s excise 
policy fMr. Lely’s memoran- 
dum). 
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Besolution No. 6001-Exo., 
dated 7th September 
1905. 

Appointment of a Committee to 
enquire into the administration 
of excise in India. 
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Letter to Major Bedford, 
I.M.S., No. 3914-lixc., 
dated 20 th June 1904. 

Improvement of the quality of 
country liquor. 
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443 

Letter to Government of 
Bengal, No. 6208-Exo., 
dated 30th September 
1904. 

Procedure for consulting puhlio 
opinion in regard to the location 
of liquor shops in Bengal. 
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445 
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Letter to Chief Commis- 
sioner of Assnm, N o. 
2()16-S. R., dated 26th 
March. 1904. 

Reform of excise administration 
in Assam (Mr. Buckingham's 
memorandum). 
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Despatcii to Secretary of 
State, No 97, dated 31st 
March 1904. 

Ditto ditto 
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Letter to Government of 
Madras, No. 1461-S. R., 
dated 3rd March 1904. 

Views of the Government of India 
on the question of abolishing 
the income-tax. 
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Despatch to Secretary of 
State, No. 11, dated ISth 
April 1905. 

(IssTied in Commerce Department.) 

Proposals for the introduction of 
unified one-anna and half-anna 
stamps for postal and revenue 
purposes. 

137 
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